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Cripps, Controls and 
Construction 


O F all the cold douches administered to the nation since midsummer, 
Sit Stafford Cripps on Thursday. of last. week certainly. provided 
the largest and coldest. To find an equally astringent ‘statement one 
would have to go back to the May Report of 1931. The parallel is by 
no means discreditable to Sir Stafford, for retrenchment is as imperative 
now as it was ill-advised in the diametrically contrary circumstances of 
sixteen years ago, But the most apposite retrenchment wants careful 
examination. Do these cuts reduce living standards below the minimum 
on which a highly organised economy. can. be run? . Conversely, are 
they big enough for their job ?. .And.in. providing for. the emergency 
of the present do they also nurture a sound ‘hope. of better things in. the 
future 2, Of course they are endurable. It has been thoroughly if grimly 
demonstrated that people can, at a pinch, live and work on diets compared 
to which this is luxury. Sir Stafford had the ie word for the food 
situation > highly unpleasant, but not disastrous. Nor is it fatal, however 
distressing, to wear a patched shirt because the poplins have gone dollar- 
hunting: ‘Unwelcome as the cuts are, they have not impinged on any 
vital spot. 

They are not, unfortunately, adequate in total to solve the dollar prob- 
lem’ at one stroke. The job simply cannot be done that way; no direct 
lateral balance between this country and the United States is conceivable. 
Mr Dalton has revealed that the dollar deficit is still running at the 
frightening rate of £900 million @ year and even Sir Stafford Cripps’s 
best efforts do not promise to reduce it below £250 million. Moreover, 
the promise is still only a promise; it has yet to be redeemed. The 
trade agreements to be signed at Geneva this week will help in redeeming 
it, if they really do result in an effective lowering of the American tariff. 
But on the other side there is the ominous fact that Sir Stafford’s prognos- 
tications were based on the assumption that his export. targets would 
be attained, which is a matter of considerable uncertainty. To budget 
on a dollar deficit which will reach a billion dollars a year even if all goes 
as well as expected, is still to take:a big gamble.» There cannot ‘be any 
reasonable doubt that the direction in which Sir Stafford is moving is 
the only possible one for the circumstances in which the country finds 
itself today. The valid criticism of his imimediate measures is that they 
still do not go far enough, and'when Mr Churchill attacks them for going 
too far, when’ hé talks’ about’ the necessity for a sound home market 
to support, exports, the answer is that he would be compelled to sing 


The doubts that are widely felt about the, Cripps policy relate, to the, 
Jonger run, and there Mr Churchill’s points have much more. 


- or would have had if he had made it clear that he:was. talking: about the: 
- longer run. However right Sir Stafford is at present, it is difficuit;te 
Suppress the suspicion that he is right because he is in his element, 

_ because he positively prefers an austere, restricted, controlled inn} 
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~ Because, like the tympanist in an orchestra, his instinct when he has’ 
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nothing else to do is to go round tightening up all the screws. 
There is no cscape from controls and restrictions at present. 
But he must be a very hardened planner who never to himself 
has said that a few more years of this sort,of-thing will kill the 
nation. The last two years have taught many lessons about the 
limitations of controls and to very many people, even of those 
who have hitherto professed themselves Socialists, the conception 
(to which Mr Churchill gave some support in part of his 
speech) of an economy in which the basic fundamentals 
of social justice and economic stability would be planned, 
but all else would be left free to enterprise, is an 
increasingly attractive one—certainly more attractive than the 
alternative doctrine, which Mr Morrison and Mr Attlee seemed 
to prefer, that all forms of economic liberty are synonymous with 
economic piracy. The value to the community of having its 
economic decisions dispersed among a million heads, instead of 
concentrated on a hundred, has been vastly underrated. In 
America the one industry that has hitherto lagged has been 
buildiing, the one industry still under control. That might be 
written off as a coincidence. But is it also a coincidence that, 
as a Note on a later page records, as soon as the controls were 
removed the activity of the industry forged ahead ? In this 
country the basic controls cannot now be removed ; indeed, 
they will have to be tightened. But if the process could be 
accompanied by some signs in the Government of an ability to 
discriminate between what should and what should not be con- 
trolled and to search, even now, for means of restoring a little 
freedom and elasticity s6mewhere, then one could feel a little 
more confident that the Government are not “ now inviting us 
to follow them further into a dark and narrowing tunnel at the 
end of which there may be no daylight.” 


* 


Cuts and restrictions there must be ; but public opinion should 
ask ever more insistently whether they are the right ones, and 
what the end of them will be. The biggest item in Sir Stafford 
Cripps’s budget of announcements last week was that the con- 
struction programme is to be cut to the tune of some {£200 
million a year. Detailed comment on this must await the 
promised White Paper; but meanwhile an interesting con- 
troversy, of much more than academic interest, has sprung up 
about the principle of a reduction in the nation’s rate of capital 
creation. Within the last fortnight three weighty statements have 
appeared; articles by Professor Lionel Robbins and Professor 
Jacob Viner of Princeton in Lloyds Bank Review, and a book by 
Mr. R. F, Harrod*, putting more fully and still more vehemently 
the thesis of his recent letters to The Times. To the two English 
economists the ovexr-ambitious capital programme of the last 
two years is the villain of the piece. “ The shortfall of exports,” 
says Mr Harrod, “is merely the by-product of the excessive 
capital outlay ” ; and he advocates capital cuts of £500 million 
accordingly. Professor Robbins similarly indicts the “‘ economic 
megalomania ” which has resulted in “a body of claims for 
resources for internal development far greater than was com- 
patible with the attainment of the requisite degree of export 
expansion.” John Buil, in short, has been refusing to doa full 
day’s work to earn a full larder on the plea of being too. busy 
building a new wing to his house—an excuse neither reasonable 
nor honest The American view, as expressed by Mr Viner, is 
startlingly different. So far from being megalomaniac, the capital 
target has been set “incredibly low.” The adverse balance of 
payments is really neither here nor there ; the United States 
grew to prosperity through nearly a century of far larger adverse 
balances. Let: Britain build up its productive capital and aid 
will surely be ee for a oe — — — 
its paechatieny. 3 

* * Mnetahion 2 
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own to the:level of the national lives, 
sacrificing them wholesale to consumption, may not merely slow 
up the advance of productivity but actually and fatally reverse 
it. In Eastern Europe after the First World War—and very 
likely after the Second—whole communities starved because 
they ate their seed corn or burned for firewood the sleepers of 
the railway tracks which could have brought them succour. It 
is true, of course, that, in the absence of foreign aid of one sort 
or another, the wholesale sacrifice of consumption to capital 
could only be achieved by planners far more ruthless and 


powerful than the present Government. The export policy 


required by Russia’s Five Year Plan starved some two million 
people to death in a single year. Sir Stafford is not as austere 
as all that. But the present tendency to take the existing levels 
of consumption and of saving for granted and to put upon capital 
creation the whole burden of cutting the national programme 
down to fit its means is a strangely improvident policy to be 
advocated by professional economists. If there is a programme 
of urgently needed and truly productive capital projects which 
is in excess of the nation’s rate of saving, then the first recourse 
ought surely to be to try to increase the rate of saving—which is 
the prime justification for an autumn budget to produce a large, 
and real, budget surplus. If one of the two—productive invest- 
ment or immediate consumption—has to have the priority, it 
should be the one that holds out hope for the future. 

But the doctors’ disagreement is less acute than it looks. 
“ Capital” is an omnibus word, and the two views could be 
reconciled closely enough for immediate policy. All agree, for 
instance, that the housing programme—capital construction 
indeed, but consumers’ capital long-run consumption really 
—was wildly over-ambitious. Some capital projects are 
far less relevant than others to the doller problem, whether as 
dollar savers or as dollar earners ; they go back in the queue. 
Some will produce results sooner, inside the crucial period of 
world recovery, others later. Some contribute directly to produc- 
tion, like an automatic loom, others only indirectly, like a works 
canteen. Some capital projects, in short, should be cancelled 


‘and some postponed, but others should be increased and speeded 


up. If this is what the Government are doing, well and good. 
But it is wrong to make a frontal attack on all capital indiscrimin- 
ately, in the interests of maintaining consumption. 


To make inroads on the standard of consumption can never 
be a popular policy, and, for all Sir Stafford Cripps’s courage, 
it is still evident that the Government cannot bring themselves 
to face it. Mr Dalton does not yet sound like a man who will 
risk his popularity—on the contrary, he sounds like a man who 
is covering up the uncertainties in his own mind by ever more 
dogmatic public assertions of infallibility. And the very mild 
action that has been taken over housing shows that Mr Bevan 
has again carried the day in Cabinet. If the Cabinet is taken as 
a whole, it does not yet possess the lucidity of mind to grasp, nor 
the moral‘ courage to proclaim, the essential. principles of the 
national economy. One of these is that if the nation’s preten- 
sions ‘to a standard of living are above its achievements in pro- 
duction, they must be cut down. And another is that the one 
‘sure way of sinking irretrievably beneath the burdens of the 
present is.to eat up both the reserves of the past and the hope 


_ for the future. If to believe in, these principles is to live mentally 
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ret eee on policy in Germany in ‘the House 

of Commons on Monday, nor the report of the Select 
Committee on Expenditure in Germany contributed more to the 
question than the usual mixture of easy criticism, formal 
bouquets, truisms and half-truths. Mr Bevin was admirably 
clear and firm about one thing that the Government will not do. 
It will not consider reparations to Russia from current German 
production so long as the sums which Britain has spent: on 
Germany are not recovered. But he was just as stubborn in 
defending the dismantlement of factories, 25 per cent of which 
will go to Russia, and a proportion of the rest to Russia’s allies. 
Statesmanship and care for the future are overridden, it would 
appear, by a stubborn attachment to the letter of the Potsdam 
Agreement, which events. have discredited, which the Russians 
have frequently disregarded, and the main principles of which 
have long ago been generally discarded. 

Confusion of thought on the complex German problem is 
natural, but it is more than usually dangerous at this moment. 
Decisions of one kind or another will have to be made shortly, 
and the makers of policy should by now have formed a clear 
picture of their objectives and of the strength of opposing 
forces. It should by now be clear that the only acceptable 
objective of British policy. is to create a Germany—failing that, 
a Western Germany—which will be self-supporting, politically 
as well as economically, and will be neither a drain on other 
countries’ resources nor. a menace to their security. This is an 
objective that is simple to state, and it would be a reflection on 
their diplomacy. if the British and Americans allowed Mr 
Molotov at next. month’s meeting of the Council of Foreign 
Ministers to.draw a whole string of red herrings across the path 
to its achievement. Areal danger exists that he may tempt them 
out of their strong position to. pursue an. attractive bait that it 
is within his power to.set before them. As Hitler lost North 
Africa while he chased the oil of the Caucasus, the British and 
Americans might lose Western Germany through attempting to 
gain a free, democratic, self-supporting, united Reich, 

German “ unity” has become a magic word, and the first 
condition for clear thinking on British policy is to rob it of its 
spell. In the long run, of course, Germany will regain its unity ; 
nothing is more certain. Even in the short run of the Allied 
occupation, if the circumstances permitted a real unity, nobody 
(except the French) would deny the economic advantages of a 
united Germany. But those circumstances do not exist, and are 
not likely to exist, whatever the apparent concessions that Mr 
Molotov may make. The Germany whose unity is constantly 
advocated would still be a Germany without the territory which 
was given to Poland by the Potsdam executors of the Morgenthau 
Plan. This territory, a quarter of the total area of Germany, 
was the main surplus food-producing region and provided over 
a quarter of Germany’s total home supplies. The Soviet Zone, 
with which the West might theoretically be reunited, has not 
now a sufficient surplus of foodstuffs to warrant vital political 
concessions to secure reunion ; formal unity is not needed to 
make possible an exchange of such food surpluses as there are 
for the coal, steel and other vital materials which are critically 
lacking in the Soviet Zone. The economic benefits of unity are 
further limited by the fact that, apart from factories producing 
wholly for reparations, many key industrial concerns in the 
Soviet Zone are now the property of the Soviet State, which 
is anxious to sell their output for dollars or sterling, payable to 
the Moscow Narodny Bank, but not for German marks, payable 
to any revived Reichsbank. © For the a engi rr 
of unity:a heavy political price would have to id. 
At do: hes asia the whole of Germany would be thrown 
open to Communist political trickery and economic sabotage- 


- New ‘Deal’ for Germany 





It would be unfortunate if German demands for unity were 
to lead the British and Americans, in negotiation with the 
Russians, to bargain realities for symbols and shadows. . From 
Germans east of the Elbe, claims to unity are heartfelt and 
sincere ; they are a plea for rescue. In the West, German 
democratic political leaders must echo the demand, if only to 
keep up the spirit of their compatriots in the East. But all the 
realists among them know that they would bitterly regret unity 
if it brought with it—as in present circumstances it certainly 
would—the shadow of Communist tyranny and the police state. 
To them, it is the German tragedy that they must clamour for. 
what they fear, Their fate turns on the clear of the. 
Americans and British, who ought to be able to see that if. 
immediate unity would destroy the remaining opportunities.and 
hopes for rebuilding a free and democratic Germany, them itis 
ee better to postpone the one aspiration than to destroy the 
other, 

To achieve a unified Germany. worth concessions on. their 
part, the Western Powers would, have to secure.a complete 
reversal of Russian policy... Since this.is hardly likely to happen, 
the sooner it is understood that, the partition of Germany is not 
necessarily catastrophic the better. Then plans may be shaped 
for the creation of a politically and economically self-supporting 
Western Germany, with.fewer inhibitions, and with greater 
regard for urgency, than have, been. in evidence +hitherto. 


* 


The first requirement for such a programme of construction 
is that the Germans should be allowed to govern themselves. 


‘Over the last two years, more and more responsibility has 


been handed over to German administrators, and the process 
is continuing ; but it is too slow. A body of 16,000 British 
and 5,000 American officials still watches over every depart- 
ment of German life. The German Bizonal Economic Council 
has authority to pass laws valid for the two Zones, but each 
one has to be submitted, by way of the British and American 
bipartite officials in Frankfurt, to the two separate headquarters 
in Berlin, in order to return altered or quashed. True, it can 
be argued that the alterations and suggestions of the Americans 
and British usually represent improvements on the German 
efforts ; that the inexperienced German administrators have 
not made successful use of their rights ; and that their failure 
is not wholly due to the fact that the bizonal administration 
represents a monstrous compromise between British and 
American views. It is true also that an efficient civil service 
has -yet to be created—-or, re-created. But these things have 
been said of every subject people everywhere at all times. 
No politicians, in Germany or elsewhere, will ever become 
responsible until they have full responsibility. 

The present position, moreover, is too absurd to continue. 
In. practice, the Americans and British have real control over 
nothing but foreign trade and, to a certain extent, over coal and 
food. Yet in theory military government is supreme in all 
spheres, and every German official or citizen has this thought 
at the back of his mind. Under Hitler and his Gauleiters, 
Germans obeyed the control regulations because there was a 
state to worship and a gallows to fear. Now there is no state, 
but an unpopular and despised occupation authority which does 
not, and should not, make Hitler’s use’of the gallows. It is, 
therefore, not remarkable that regulations are two-a-penny in 
Western Germany today. All that is remarkable is that the 
system works as well as it does. One reason for this gives hope 
for the future: the average German is profoundly unhappy, 


708 


living a life of illegality, and would gladly return to a normal, 
legal order if it were made possible for him to do so, 

The immediate aim of the British’ and Americans ‘should; 
therefore, be to establish a Western German state, governed by 
an administration which would not only be constitutionally 
responsible to the electorate, but freed from any but the indis- 
pensab’e minimum of control by Britain and America. Dis- 
mantiement of the Control Commission should have priority 
over dismantlement of industry. Let the troops—or some 
troops—remain. They provide a needed check on subversive 
movements, and are, by and large, a moral support to German 
democrats. But British interests demand that the 16,000 of the 
Control Commission be cut to the few hundreds who would 
be needed to watch over the performance of the two indispens- 
able conditions—that is, to see that weapons of war were not 
manufactured and that a Bill of Rights for German citizens was 
maintained, as a safeguard against militarism. The new govern- 
ment of the State of Western Germany should have no excuse 
for ‘blaming the occupying powers for hardships and break- 
downs. It should have the power, and should be advised 
to exercise it, to impose sanctions on any of the sub- 
sidiary provincial Governments, or on individual Munisters 
in those governments, who disobeyed the laws of the 
central legislature. It is a grave weakness of the present system 
that only military government has the power to impose such 
sanctions. The day must come when the Government of 
Western Germany can and will cut off revenue from any recalci- 
trant Land and will issue a writ for the arrest of any Minister 
of Food in a Land who (as is happening now) issues supple- 
mentary food rations in his area, instead of pooling crops. 

This policy, it should be emphasised, should be an immediate 
one. Anyone can see that the transfer of full responsibility 
must be a gradual process, and there will be no lack of excuses 
for delay. But time is very short. The resources of Britain in 


men and money—and equally the resources that the American . 


Congress will be willing to provide—are far too small to bear 
the responsibility of governing over 40 millions of people who 
are certainly aggrieved and who have been, and will again be, 
aggressive and resourceful. If anyone doubts that, let him 
contemplate the difficulties of governing a handful of people 
in a pocket-sized country like Palestine, and then imagine those 
difficulties multiplied by a score or more. If the Anglo- 
Americans are themselves to decide the timetable of their with- 
drawal from authority, and are not themselves to provide, 
in a long series of reluctant concessions, the stepping stones to 


power of a resurgent German nationalism, they will have to 
hurry. 
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The programme for the rehabilitation of Germany cannot, 
‘ef course, be gonsidered solely in terms of internal political 


responsibility. For a long time to come, the overriding question 


will be how Germany can be kept alive, and the answers will 
have to be given in dollars. To. suggest at one and the 


time that the process of handing the government. of Western | 
Germany back to the Germans should be speeded up and thar, 


the United States should assume the major burden of covering 


Western Germany’s trade deficit, may not seem to Congress. 


to make sense.» In Germany, if nowhere else, it. will. seem. 
natural that those who are providing the dollars should control ' 
the expenditure of them, But it is very doubtful whether this 
is the quickest way to make Western Germany pay its way. So. 
long as those in office in Germany are secretly convinced that. 
the Americans will always make gooda deficit out of an incx- 
haustible storehouse, they will not risk unpopularity by enforc- 
ing the measures necessary to make Germany self-supporting. 
The way to make them responsible in their economics, as in their 
politics, is to give them responsibility—that is, to give them a 
fixed allocation of food and funds (sterling as well as dollars) 


and let them draw up their budget and face the consequences. 


The immediate problem of the Western German economy is 
also that of Western Europe, and thus of the Marshall offer. 
What Mr Bevin meant on Monday when he indignantly denied 
their connection is another of the mysteries of the Foreign 
Secretary’s pronouncements on economics. The combined 
Anglo-American Zone must export to a total value of $3 billion 
a year in order to be self-supporting, and the greater part of these 
exports must be paid for in dollars. Western Europe needs 
German goods to play the part it promised at Paris to play. But 
if it is to buy German goods, it must be provided with the 
wherewithal from the United States. If for no other reason, 
Western Germany must play a part in any Marshall Plan. The 
task is, then, to persuade Congress that it is in the American—as 
well as the British—interest that the Western German govern- 
ment should enjoy much the same discretion in using the Mar- 
shall dollars as will be granted to the sixteen signatories of the 
Paris report. 

To reach such a conclusion and to face its implications de- 
mands both in London and Washington a revolution in thinking 
about the German problem. The revolution will have to come 
sooner or later ; it is better that it should come as the product 
of bold and constructive thinking than as the result of dis- 
appointment with the results of the present controls or of pressure 
from German nationalism clamant from both sides of the Elbe. 
In the present confusion, British policy has lost sight of its 
objectives and permanent interests. A fresh start must be made. 


Local Eomnicial Reform 


HE Government’s new Local Government Bill, of which 

the text has been published this week, is an important 
measure of reform in a field whose great influence on the. pace 
of social progress is seldom tealised. Local authorities in this 
country have importance not only for their own sake but also 
because they are the executive agents for most of the schemes 
of social progress that the central government devises. If the 
machinery of local government has been creaking in recent 
decades, the main reason is that the structure of local finance 
has not been sufficiently adapted to bear the burden of the 
great extensions of social legislation in the present century. 


The new Bill. is designed to provide ‘an. instalment of the: 


necessary reform. Though it will excite argument, the con- 
troversy will not in the main lie between the political parties. 
Both for this reason and also because—subject to one or two 


exceptions to be noted later—its provisions point in the right 
direction, it is to be welcomed. 

The scope of the new Bill should not, however, be over- 
estimated. The local authorities derive their incomes from two 
sources, from the rates which they: themselves levy on property 
in their areas and from grants given by the Exchequer. The 
rough equality between the two sources was temporarily upset 
by wartime conditions, when the Government bore the burden 
of local authorities’ emergency expenditure. Last year, however, 
rate income rose to £240 million, which was probably higher 
than grant income. Government grants can be further sub- 
divided into those. which are given for specific services, 
usually as a percentage of local expenditure on those 
services—the education grant is the largest and clearest 
example—and the “block grant” given. under Neville 
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Chamberlain’s Act of 1929, which is in aid of the 

finances of the authority that receives it. Last year, 
the “block grant” amounted to £57 million, or about one- 
eighth of the authorities’ total income. The ‘main proposal of 
Part I of the Bill is to abolish the block grant and to set up a 
new “general purpose ” grant, distributed on a new principle, 
amounting to £33 million. By this exchange the local 
authorities will be £24 million worse off. But under the 
National Health Service Act of last session and the Poor Law 
Bill promised for this session, they stand to be relieved of the 
responsibility for services which last year cost them {63 million. 
There is therefore a prospective net gain to the local authorities 
as a whole, on all three measures taken together, of about 
£39 million. This is a welcome relief ; but it represents only 
about one-sixth of the present income from rates. More- 
over, in view of the known commitments, the relief to the rates 
is more likely to take the form of a brake on future increases 
than that of actual reductions, except perhaps for a year or two. 
The Bill is thus far from being the major reform of local 
authority finance that is needed. 

The main purpose of the reforms now in progress is to reduce 
the present inequality of the burden of rates as between one 
area and another. To start with, the transfer of poor relief and 
hospitals will on balance benefit the poorer local authorities 
very considerably, since these have been the items of rateborne 
expenditure the burden of which has shown the greatest range 
of variation from area to area. Domiciliary relief, in par- 
ticular, has long been the most unjust item falling on the rates, 
hitting those authorities who could not afford it very heavily 
and those who could hardly at all. On top of the relative 
advantage that the poorer authorities will thus gain from the 
transfer of the poor law and of the hospital services, the 
new general-purpose grants proposed in the Bill are explicitly 
designed to bring the resources of every local authority, in 
terms of rateable value per head, up to a common minimum 
and are accordingly to be known as equalisation grants. Their 
distribution is complex and ingenious. Only those major 
authorities (counties and county boroughs) will qualify for 
equalisation grant whose rateable value per head of “ weighted ” 
population is less than the national average. The weighting of 
population is done by counting children under 15 years (who 
are a burden on the rates) twice over and by making further 
allowance for sparsely-populated areas (where highway and 
administration costs per head are high). It is estimated that, 
had the new scheme been in operation last year, seven counties 
and twenty-eight county boroughs would not have received any 
equalisation grant. This is a very different arrangement from 
the “block grant” division, under which even the richest 
authority received an appreciable sum. Some of the richer 
authorities, contrary to the general position, may lose more by 
the abolition of the existing block grants than they will gain by 
the transfer of health and poor-law services. The blow will be 


709 
softened to them by the payment of transitional grants which 
will amount initially, for each authority, to the product of a 
6d. rate. But this concession is to dwindle each year and to 
disappear in the sixth year. It is a rather shadowy consolation 
prize. 

Equalisation grants are to be paid on the full extent to which 
a local authority’s “ weighted” rateable value falls below the 
national average. After making some intricate adjustments, the 
Exchequer is apparently to assume—in the case of each affected 
authority—full liability for the deficient portion of rateable 
value, and to become a normal ratepayer in respect of it. 
Counties are to pass on an appropriate portion of equalisation 
grant to their constituent county districts. The total cost of 
the equalisation grants will clearly vary with the rates fixed by 
the eligible local authorities, and the poorer authorities will thus 
have some small financial incentive to local enterprise. 

The new system will go a very long way to even out differences 
in the financial resources of local authorities. No authority will 
be allowed to fall below the national average in respect of rateable 
value, but at the same time the rate in the pound which it 
levies will remain at its own discretion, This provision of the 
Bill is a sound equalising measure. The chief criticism of 
the new system is that the financial resources of local authorities 
as a whole will be reduced and not increased. It is not a 
complete answer to say that their responsibilities will also be 
less ; the sorry state of local finance is partly responsible for 
prompting these very transfers. In the future as in the past 
the rateborne cost of local services—in particular of education 
and of the health services left to local authorities—will rapidly 
increase. In such circumstances it is a pity that that part of 
Government aid which local authorities have freely at their 
disposal—represented hitherto by block grant and in future by 
equalisation grant—should be appreciably less. This cannot 
but dampen local initiative. 


* 


The second main purpose of the Bill is to provide a new 
basis of valuation for rating. This takes responsibility for 
valuation away from the local authorities and entrusts it to the 
Board of Inland Revenue. Local valuation Courts of Appeal 
are retained (with appeal from them to the County Courts) 
and their constitution will remain the responsibility of the 
larger local authorities. This is a wise and necessary reform. 
For various reasons there has been an increasing lack of 
uniformity in the valuation practices of local authorities ; yet 
uniformity is essential not only to ensure justice to the individual 
householder but to provide a fair basis for the division of 
Government grants among the local authorities. Without such 
a basis, the new equalisation grants will be wrongly distributed 
and it is a pity that the new valuation machinery will not be 
working until April, 19§2. 
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The important step which the Bill takes towards uniformity 
of valuation by centralising the administration of it is, however, 
partly vitiated by an equally significant step in the.other direc- 
tion, Dwelling-houses will in future be divided into three 
categories, each of which will be valued for rating on a different 
basis. The reasons for differential treatment are partly his- 
torical and partly perhaps—although this is less certain— 
political. It is estimated that in the years between the wars 
new houses were under-assessed (in comparison with older 
houses) to an average extent of around 20 per cent. This was 
done under the influence of the desire of many local authorities 
to stimulate housebuilding. It was a vicious type of indirect 
subsidy ; but the fact remains that to treat all houses alike now 
would cause hardship to the householders concerned, and 
especially to the large class of owner-occupiers who started to 
buy their houses before the war. In addition, council houses 
have often received special treatment in the past, and, in the 
opinion of Labour politicians, deserve preferential treatment in 
the future. 

The Government has chosen to legalise, instead of sweeping 
away, these unofficial distinctions and anomalies. The first of 
the three new categories of houses is to consist of all houses 
built by local authorities since 1918. For each of these houses 
the assessed annual gross value (from which rateable value is 
derived by making a deduction for repairs) is to be 5} per cent 
of the hypothetical cost of building it in 1938 plus 5} per cent of 
the hypothetical value of the site in 1938. For the second 
category, consisting of all those houses (but not flats) built by 
private enterprise since 1918 that come within the limits of the 
Rent Restriction Acts—that is, all the smaller ones—the prin- 
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ciple is the same, except that the cost of the site is $0 -be taken 
at current values and not those of 1938, All other: dwelling- 
houses—that is, all those built, before 1918, and all flats and the 
larger houses built by private enterprise since 1918—are to be 
assessed on the entirely different principle of the rents; which 
were being paid for comparable houses on August 31, 1939, . 
How these complex provisions will work in practice cannot 
be yet estimated. They are not necessarily intended to be per- 
manent. Indeed, for all its liking for harking back to prewar 
standards, the Government could hardly retain 1938 capital 
costs and 1939 rental values as the permanent basis of valua- 
tion. Similarly, the division of houses into three categories may 
not be permanent—but it does set up a strong and undesirable 
precedent. The general intention seems to be to continue to 
give interwar houses an advantage over older ones, and also to 
give council houses. an advantage over houses built by private 
enterprise. It is hard to justify these distinctions. If a common 
standard of valuation is not introduced now, it is improbable 
that it ever will be.. In so far as its introduction has been 
shelved out of fear of consequent hardship to individuals, the 
proper way would have been to set up a fund to dispense relief 
in individual cases. But if the Government’s aim is to assist 
poor householders in general, then it is setting about it in a 
wrong and clumsy way. Why should it be assumed that the 
average council tenant needs rate relief more than the occupier 
of pre-1914 slum property ? It would be more satisfactory to 
permit higher statutory deductions for repairs to small and bad 
property. Moreover, if the intention is to give a concealed 
subsidy to new housebuilding, then it would be better given 
direct so that the whole nation can see it and examine the cost. 


Patience—and Vodka 


HE sensation caused by the recommendations for future 

American policy in Mr James Byrnes’s book “ Speaking 
Frankly”* has diverted attention from the historical record which 
the book contains. It is nevertheless the historical record which 
gives the book its main interest and importance. Mr Byrnes 
is out of office and “ elder statesmen” do not count for much 
in the United States in the making of policy; it is the more 
unfortunate that his suggestion of an ultimate use of force should 
have so conveniently provided a text for Mr Vyshinsky’s charges 
of “ war-mongering” in the Western democracies. But Mr 
Byrnes was behind the scenes in the series of momentous diplo- 
matic episodes from the Yalta Conference in February, 1945, 
to the completion of the peace treaties with the Axis satellites 
in December, 1946. Retiring statesmen seldom bring out their 
memoirs so quickly after their withdrawal from active politics, 
and though sometimes Mr Byrnes’s frankness is a little too in- 
discreet, we cannot but be grateful to him for providing so soon 
a volume of first-hand testimony on what went on in the con- 
claves of the mighty during those critical recent months. It 
is all past now, but the post mortem is of no merely academic 
interest ; the study of this experience should provide a key to 
understanding and practical wisdom in the time ahead. Mr 
Byrnes has departed from the stage, but we still have to nego- 
tiate with Mr Molotov. 


Mr Byrnes’s chapter on the Yalta Conference is entitled 
“High Tide of Big Three Unity.” The subsequent history 
of Big Three relations was destined to be a story of deteriora- 
tion from that point. But some deterioration was only to be 
expected, for Yalta was the last of the great wartime con- 
ferences and the tendency of victorious coalitions to fall asunder. 
after the end of the hostilities which brought them together is 
so normal. a phenomenon of history that it really should not 
have occasioned great astonishment in the year 1945. ... The 
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Allied Powers who defeated Napoleon quartelled so bitterly over 
the territorial re-division of Europe that they came to the verge 
of war while the Congress of Vienna was still in session ; in 
1919 there were crises in plenty at the Paris Peace Conference 
and afterwards the Americans withdrew into isolation while 
British and French policies continued for years in acute con- 
flict. In the last war the prospects of permanent harmony in 
the coalition were unusually slight, for not only were the major 
Allies separated by most disharmonious ideologies, but one of 
them had been in the first year of the war a partial co-belligerent 
on the side of the enemy and had only been kicked on to the 
side of the angels by a lack of honour among co-partitionists. 
The risks of the emergence from war were recognised by Allied 
leaders and it was Stalin himself who said im giving a toast 
at Yalta: “It is not so difficult to keep unity in time of war 
since there is a joint aim to defeat the common enemy, which 
is clear to everyone. The difficult task will come after the war 
when diverse interests tend to divide the Allies.’ These words 
were indeed prophetic, and Mr Byrnes—at least in his own 
estimation—improved on them at the Christmas Eve dinner for 
the Foreign Ministers in Moscow ten months later with the 
epigram “Whom war hath joined together, let not peace put 
asunder ”’——a stroke of wit which, he has to admit, the Rus- 
sians owing to their imperfect acquaintance with Holy Writ 
failed to appreciate. 

The decline in co-operativeness which actually took place 
appeared to the public in Western countries more abrupt and 
catastrophic than it really was because of the extraordinary 
structure of humbug and make-believe created by Allied war- 
time propaganda. Even during the war there were not that 
harmony of ait and elevation of purpose to question which then 
Classified the doubter as an agent of Goebbels, The. Big Three 
were never really banished from the Garden of Eden ; they 
never inhabited it, But at least-after the: Yalta and Potsdam 


_. conferences it was possible to makea good show of agreement 
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and to make light of the differences which remained unresoly 

But after the breakdown of t eis: ye Patek 
in London in September, ft "was er possible ‘to 
pretend that alk was well ; it was sceehites soit sale dias 
Mr Byrnes broadcast on his return to the United States and 
found the popular response “ gratifying.” He relates’ that he 
then “ decided that hereafter the people would have to be more 
fully informed. if we were. to maintain a firm position in. inter- 
national affairs with full public support.” But fully informing 
the people in order to get their support had its disadvantages ; 
it certainly did not make for the relaxation of tension. On 
the contrary, the transfer of intractable disputes from secret 
conclave to open forum has put the world in an uproar in which 
all the diplomatic decencies have gone by the board ; the public 
exchange of insults has been added to the irritations of bargain- 
ing behind closed doors. The world now lives under the sign of 
open disagreements openly arrived at. 


One of the effects of turning the spotlight of publicity on 
international negotiations is the exaggeration of ideological 
issues. One of the most striking features of Mr Byrnes’s record 
is the almost complete absence in the non-public gatherings of 
the Allied leaders of anything that can really be called an ideo- 
logical conflict, at any rate on the Russian side. As far as the 
actual subjects of dispute are concerned, the great struggle of 
socialism and capitalism, which is supposed to be the central 
issue of our age, might never have existed. In the pages of 
Mr Byrnes’s book it is only too easy to forget what century we 
are in ; the diplomatic historian is haunted. by the feeling, “1 
have been here before.” Here age the Partitions of : Poland, 
here is the Eastern Question, here are the Treaty of San Stefano 
and the anxiety of the Western Powers about a “ Big Bulgaria,” 
here is Potemkin dreaming of a Russo-Greek empire, and here is 
Disraeli taking a firm line on the Straits. Here in fact is the 
Old Diplomacy—indeed, the Very Old Diplomacy, hundreds 
of years of it. It is true that there are a few changes in the 
political landscape, but most of the old» familiar landmarks 
remain, and the Russians in particular like doing things in the 
traditional way. There may have been an economic and social 
revolution in Russia, but for thinking about the Dardanelles the 
style is Nicholas I or Catherine the Great... In these last years 
the Russian representatives have continually been seeking 
definite, concrete objectives—annexations of territory, political 
control of certain countries, particular strategic bases, material 
goods ranging from machine tool plant to household silver. It 
is the Americans, not the Russians, who have been concerned 
about world organisation, abstract principles of universal 
application, the rights of nations and global economy. 


This difference of approach has been one of the main causes 
of difficulty in adjustment of relations ; aims have been too 
incommensurate for successful horse-trading. Mr Byrnes states 
that the “ chief objective” of the American delegation at Yalta 
was “to secure agreement on the Dumbarton Oaks proposals 
for the creation of an international peace organisation,” but 
that he was “deeply disturbed” to find that Marshal Stalin 
was so little interested in the matter that he had not even read 
the American proposal on voting which had been sent to him 
63 days previously. The Soviet concern was about frontiers, 
the composition of the Governments of Poland and Rumania, 
and getting a strategic foothold in the Mediterranean. 


It was no doubt largely because the Allied leaders were talking 
about different things that there was so much misunderstanding 
about the “ Declaration on Liberated Territories,” which was 


accepted by Marshal Stalin at Yalta almost without discussion... 


The Russians were apparently unable to imagine how anyone 
could af it sothainlys, Mogntih be SE RETE A Se tern 
formula fer American acquiescence in the partition of Eastern 
Europe. inte, apheaes.of daftecner, ‘on which an understanding 
had already been reached between Marshal Stalin and’ Mr 
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Churchill. When the Americans, basing their policy on the 
Depigeatpn, paptosted eating the Vyshinsky coup d'etat which 
put M:-Groza in’ power in-Rumahia, the Kremlin regarded it as 
a double cross. Mr Byrnes confirms. ,in ‘his book :that; the 
Rumanian question was the. main stumbling block on which 
Big Three unity broke. down. The issue was. already acute 
before President Roosevelt died and in London in September 
of the same year (1945) the Anglo-American demand for’ fulfii- 
ment of the “ Yalta pledge ” and refusal to recognise the Russian 
promoted Governments of Rumania and Bulgaria caused the 
Conference of Foreign Ministers to break up without even a 
protocol on points of agreement. The deadlock then reached 


was subsequently broken, but nothing like “ unity” has ever 
been restored. 


To establish good working diplomatic relations Americans and 
Russians have to overcome differences of mental habit and out- 
look which have very little to do with Communism or anti-Com- 
munism. American dislike of the “ Byzantinism” of Russian 
diplomatic technique long antedates the Bolshevik era. In 1903 
Secretary Hay wrote to President Roosevelt (not Franklin; but 
Theodore) about the Russian Foreign Minister (not Mr 
Molotov, but Count .Lamsdorf): “Dealing with people who 
make a science of mendacity is an extremely. difficult and deli- 
cate matter.” The Russians on their side are always afraid of 
being regarded as not clever enough to cope with the sophistic- 
ated West. Talking to Mr Hopkins, Marshal Stalin once burst 
out that “even though the Russians are a simple people, the 
West often make the mistake of regarding them as fools.” 


If one may draw a moral from Mr. Byrnes’s. pages it is. that 
the keys to living diplomatically in the same world with Russia 
are patience and unstinted hospitality. The latter is far more 
important than is commonly imagined. ‘Whatever hard thin 
he has to say about Mr Molotov, Mr Byrnes pays tribute vie 
out reserve to the qualities of the Russians as hosts whenever 
conferences have been in their territory. There is still in some 
quarters an idea that the way to get on with the Bolsheviks 
is by a squalid informality. Nothing could be further from the 
truth. The Russians like magnificence, pageantry, the circum- 
stance of power and the lavish hospitality which they themselves 
provide ; they believe that, whatever their disputes, princes 
should know how to entertain one another. Instead of study- 
ing ways and means for making diplomacy more plebeian; the 
Foreign Office would be better employed in finding out what 
was done at the Field of the Cloth of Gold. This is not a 
matter of rewards or privileges for a few individuals. The 
diplomacy of sovereign. states is. the pursuit of war by other 
means; in order that the means may femain other than war 
and the all-too-human participants may not lose their balance 
from the nervous strain, it is always good that the tensions 
should be offset by amenities of civilised life at a standard 
appropriate for the representatives of great nations, Patience 
comes more easily when supported by a degree of ritual’ and 
Mr Byrnes makes it clear that for negotiation with the Russians 
patience should be the first and greatest commandment. “If 
we are correctly informed about the patience exercised by Job,” 
he writes, “1 am certain Mr Molotov is one of his lineal des~ 
cendants.” “Hurry and the craving for quick results are the 
greatest weaknesses of the Anglo-Saxon and especially of the 
American in negotiating with the Russian ; in a test of endur- 
ance the hustler loses and is only too apt then. to lose his. temper 
instead of blaming his own failure of nerve. Mr Byrnes himseit. 
recognises the virtue of patience better than he practises it 5 
he has not always been able to bear frustration. Yet he admits 
from his experience that, when the Russians in conference 

“conclude that they have exhausted their bargaining efforts, 
that further delay will result in no further concessions and 
they might as well agree, the Russians suffer no yen 
whatever in changing their position.” 
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NOTES 


Party Clash at Westminster 


Mr Churchill, when he was Prime Minister, once referred 
to the debate on the Address as the grand inquest of the nation, 
as a time when nothing can be held back from discussion, when 
“real trials of strength can be brought about, in days of party 
conflict, between the Government and the Opposition.” This 
week, he lived up to his own words and launched a full-scale 
attack on the Government—and he certainly held nothing back. 
For one hour and a half last week, Sir Stafford Cripps had lifted 
the tone of the debate far above all party controversy. Here at 
last was a speech that might almost persuade people of all parties 
to switch off their electric fires of their own free will—* one of 
the greatest speeches that I have ever heard” with “a most 
moving and eloquent peroration,” said the leader of the Liberal 
party ; “an important and courageous” speech said Mr Caur- 
chill himself. Why then did he choose, in this time of national 
danger, to use his own brilliant oratory for purely party purposes? 

Perhaps the temptation was irresistible. Members of the 
Government, Sir Stafford Cripps excepted, have certainly laid 
themselves open to the charge of putting party above nation. 
Why should the leader of the Opposition deny himself the oppor- 
tunity of pushing an advantage home? Moreover, as the leading 
article this week points out, there is a great deal of force in his 
contention that controls are stifling the national economy today. 
There wil be many people who will sympathise with his desire 
to free himself for a brief moment from all controls—including 
the restraining influence of the younger members of his own 
party who are trying to reshape Conservative economic policy. 
Certainly, these members must have listened uneasily as he re- 
turned to the pure milk of Conservative doctrine. 

Perhaps, however, Mr Churchill was right to overstate the Con- 
servative case—no Conservative Government, if it were returned 
to power today, would surely abandon controls so wholeheartedly 
as he advocated. For it led Mr Morrison in his turn similarly to 
overstate the Labour party’s case. Ar least the people of this 
country, to judge by the speeches of this week’s protagonists at 
Westminster, now know what the political choice before them 
amounts to. The case for free enterprise and controls respectively 
has seldom been more forcibly put; there is apparently no half- 
way house. Are we really to believe that two years of Labour 
in power and the Consetvatives in Opposition have yielded such 
poor fruits in the political tenets of their leaders? 


* * * 


Mr Morrison’s Defence 


In the debate this week and in an address to his constituency, 

Mr Morrison has attempted to defend the Government’s proposal 
to amend the Parliament Act by claiming that it was a normal 
piece of legislation that might just as well have appeared in the 
last session’s programme as in this and was totally unrelated to 
the decision to nationalise the iron and steel industry. One can- 
not, of course, give Mr Morrison the lie in the throat. One only 
wonders what other measures the Government may be hiding up 
its sleeve, which it is so afraid the House of Lords may reject 
that it feels compelled to bring in this amendment to the Parlia- 
ment Act as a “precautionary measure.” Nor do the Labour 
leaders’ other arguments carry much conviction. It is quite true 
that the leadership of the House of Lords might fall into less 
responsible hands, that by using their power of veto they might 
reduce Labour’s effective term of office to three years. But if 
the peers are ever likely to indulge in wrecking tactics, why allow 
them any power of veto at all? Why merely shorten the time 
which must elapse before their veto is overridden from rwo years 
te one? The amendment will still leave a Labour Government 
at a disadvaniage compared with a Conservative Government. 
What mekes the Government’s arguments so unconvincing is 
that the only evidence brought in support of them is the attitude 
of the House of Lords in the years 1906-1911. But it is quite 
inconceivable to the unprejudiced mind that the present House 
of Lords, for all the “ backwoodsmen” who compose it, would 
reject a Labour measure unless it were quite sure that the Govern- 
ment had not the backing of the electorate for the measure in 
question. It is even—just—conceivable that in the years to come 
they might reject a Conservative measure for the same reasons. 
All things considered, the present House of Lords is probably 
as good a second chamber as any constitution maker could devise 
—at least in respect of its powers,. its. composition (which .the 
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Government are not touching) is another matter, And jg 
ill became Mr Morrison, when addressing his constituents, 
to condemn the Lords’ action in sitting in splendid isolation this 
September, If the Government had shown a proper sense of 
responsibility, it would have arranged fer the Commons to be 
recalled, instead of dismissing them from early August until late 
in October at a time of growing economic crisis. It is this 
attitude towards Parliament—this tendency to regard its functiqn 
as merely rubber-stamping Government actions and Government. 
made measures that is “constitutionally dangerous” and “ con- 
trary to the spirit of the constitution,” not the well-founded 
anxiety of the peers te be kept informed of the facts. 


* * * 


The Constitutional Time-table 


The time-table for the rest of this Parliament that the Cabinet 
has evidently planned is an interesting exercise in cutting things 
very fine. The calculation is, apparently, that by the end of the 
fourth session—that is, by August, 1949—the Bill to amend the 
Parliament Act will have been passed twice by the Commons and 
rejected twice by the Lords, while the Steel Nationalisation Bill 
will have been passed and rejected once. These can be slow 
and leisurely proceedings, but in the fifth session, which will 
presumably begin in October, 1949, every day will count. The 
first business before the Commons will then be to send the 
Parliament Bill up to the Lords a third time ; to keep within the 
existing Parliament Act, it must not be passed until two years 
after the date on which it received a second reading. It could 
not, therefore, arrive in the Lords for the third time until 
November, 1949. The Lords cannot be said to have rejected 
it a third time—and the Act ef 1911 makes rejection for the third 
time a condition of presentation of a Bill for the royal assent— 
until they have finished their debates on it and it might not be 
beyond their Lordships’ powers to go on talking until Christmas. 
It would therefore seem possible for the Opposition, if they wish, 
to delay the enactrgent of the amending Act until the very end 
of 1949. Nothing that is put into the amending Bill can affect 
this date, for the Bill will not be law until then. Hard on its 
heels will be the Steel Nationalisation Bill, coming up for the 
second ume. But this also—if the amending Act merely shortens 
the period in the Act of 1911, without changing its procedure— 
can be debated at length and might not be rejected by the Lords, 
and therefore eligible for enactment without their consent, until 
several weeks—perhaps even months—into 1950. 

Thus there is only just time within the maximum lifetime of 
this Parliament to get the Steel Bill on to the Statute book. But 
getting it into effect must take a little longer, even with the utmost 
hurry. In fact, nationalisation might not be actually accom- 
plished by the time of the General Election, and if the Conserva- 
tives were to win the election, they might be able to rush through 
a repealing Act before the appointed day. Even if the steel 
industry did not get its reprieve before the trap was actually 
sprung, it might be possible to revive the body if it were cut down 
while still warm. Evidently it is going to be a very close thing. 

There is only one way in which the Cabinet could substantially 
speed things up, and that would be by obtaining from the King 
a mass creation of peers in order to get the amending Act through 
earlier. Mr Churchill recalled this week that in 1910 King 
George V made a prior General Election a condition of his 
consent. Mr Morrison was right in objecting to Mr Churchill’s 
description of this as a ruling precedent; there are no ru ing 
precedents in the British Constitution. But it is equally clear 
that the King is not bound to accept unconditionally any advice 
that is tendered to him on this point. Fortunately matters are 
most unlikely to reach the pass of forcing a personal decision on 
the King ; for it would take a truly gigantic creation to give the 
Labour party a majority in the Lords, and Mr Attlee might be 
very hard put to it to find hundreds of Labour supporters willing 
to assume the ermine to please Mr Aneurin Bevan. 


x x * 


Last Week's Breathtaker 


“Economic and financial policies should work together and 
supplement each other, as indeed they do under His Majesty’s 
present Government ”—The Rt. Hon. Hugh Dalton, Chancellor 
of the Exchequer, speaking in the House of Commons, Fridav. 
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M. Thorez Isolated gid etgotior anny 


The second ballot of the eck 3 municipal ¢ ‘ections and the 
election of the mayors of the Jarger towns constitute together 
an overwhelming defeat for the French Communist party. They 


no longer hold the lea office in any of the maior. French 
cities, and though the final results of the second ballot are not 
yet known, it is already plain that their power to direct local 
government has been decisively reduced. 

This, however, does not mean that the party has lost any 
substantial proportion of its former support. On the contrary, 
evidence from the first ballot shows that it has lost only a few 
per cent of its voting strength. What has happened is that enti- 
Communism has mad: immense advances, so that in almost every 
locality the Communists went into the fray in total isolation. 
In some locatities the Socialists joined forces with them in the 
second ballot, but many Socialists, and all the other parties, when 
called upon to make the choice between Gau_list and Communist 
preferred to look to the Right. In one northern town 2 Socialist 
mayor was elected by the joint forces of the Centre and Right 
in disregard of a local Communist-Socialist agreement. The on y 
Socialist to votre with the Right was the mayor-elect, who defeated 
his Communist opponent by a majority of one. 

M. Thorez and his followers have evidently been preparing for 
some time to fight aione, and the violence of their invective against 
the “parti frére” reached new heights this week, when they 
devoted almost half the front page of PHumanité to headlines 
announcing “ the Socialist treason.” ‘Their policy of opposition 
to America, and particularly to the Marshall Plan, does in fact 
exclude them from any coalition. Their latest party appeal 
recognises this, and asks for a “determining role,’ and not, as 
before, mere participation for the Communists in a reconstituted 
government. 

With diminished authority in local government and a per- 
manent and derided minority in any nationally elected Assembly, 
the Communists have no choice but to turn now to extra- 
parliamentary methods. Their main means of pressure are in 
the trade unions, where there is a fund of discontent and distress 
ready for exploitation. This week the government has made new 
concessions to buy off a threatened railway strike which it had 
been feared, would lead to a general strike. But M: Ramadier 
has warned the Assembly that a firmer policy will be required 
to save the franc, and a trial of strength between rhe State and 
the CGT, which is under intransigent Communist direction, must 
now be expected, 

* x * 


Fight Outside Parliament 


On the Gaullist side there is also new evidence of a deter- 
mination to resort to extra-parliamentary methods in order to 
establish the “strong state” which this powerful section of the 
community, though still decisively in a minority, believes to be 
the only bulwark against the Communists. General de Gaulle’s 
own statement declares first, that it would be desirable for the 
Assembly to revise the constitution, to transform the electoral 
law, and then to commit. hara-kiri ; but, since he must know that 
there is little hope of getting the ‘Assembly to comply, his con- 
clusion—that the RPF. will take its responsibilities “ whatever 
happens ”"—is certainly. the key to his real intentions. 

This forthright denunciation of the institutiqns of the Fourth 
Republic has frightened many potential sympathisers with the 
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psec aarnte ape gE Figaro and La hones The 
Socialists now seem to be taking the. dead new to 
strengthen the shaky coalition of centre parties in. defence of th 
political status quo. Poke 
week against. the RPF and the Gaullists.. A leader by, Léon 
Blum in Le Populaire makes, it very plain indeed. that they share 
the Communist view of the General as a.potential Fascist dictator, 
and that no anti-Communist rallying cry will be. sufficient to. rally 
them behind the General’s stern leadership, There seems. good 
reason to hope that the recent election results and the disagreeable 
“ineidents,” which have brought Communist and Gaullist fac- 
tions to blows with each other both in Paris and in many provincial 
towns in the last few days, will havea salutary effect on the 
centre partics. They certainly wish to prevent the existing tension 
from developing into civil wat, have been sidetracked until 
recently by inter-party polemics and endeavours to cadge votes 
from each other. 
« . * 


Pump Priming in Germany 


The latest report of the Select Committee on Estimates 
is an excellent. intelligent man’s guide to Germany. They 
have unearthed only one novelty at which they “were 
astonished” ; they discovered the Coptrol Commission still had 
no branch for checking expenditure in Germany... This is being 
put right now. They might well be astonished, considering that 
the net annual charge on the British taxpaysr for maintaining the 
late enemy is over £80 million a year, not counting the £60. million 
spent on the occupying forces, Of this total £71,250,000 is spent 
on essential imports—mostly focd—and another £5 million on 
imported raw materials and partly manufactured goods. Against 
this costly pump priming there can be set only £8 miilion from 
the proceeds of exports from the British Zone in 1946, 

Outstanding among the 21 recommendations of the Com- 
mittee are two: a proposal that the whole question of revising 
the German price structure and fixing a uniform rate of exchange 
for the mark should be investigated by experts ; and a pungent 
reference to the fact that more paper is used for football coupons 
in. Britain than is. available for..education inthe whole. British 
Zone. Discussion about currency reform in .Germany_ has 
become hopelessly. complicated by quadripartite disagreements, 
and also by differences between those. who want to defer. the 
reform until productivity increases and those who say that pro- 
ductivity cannot increase until the currency has been reformed. 
It is time for fresh minds to get to work. Outstanding in the in- 
formation provided by the report is an appendix giving a detailed 
study of transport resources in North Rhine-Westphalia, and 
another giving a survey of the food situation and recommending 
an immediate increase in the present ration. The first points out 
that only a third of the demand for extra wagons to move Ruhr 
coal can be met, and that transport services are only just capable 
of moving current coal production, leaving just under 1} million 
tons of coal stocks on the ground, The second points out that, 
with its present agriculrural production, western. Gerfaany can 
provide its non-farming population with only 1,000 calories a 
day, or barely 39 per cent of the minimum ration required: for 

“real recovery.” This crucial. dependence on imported food is 
likely to last. for years, and is.something to be. borne in mind 
when. questions are asked abour long-term guarantees against 
German misbehaviour. 


* * * 


Marshall Pian and Molotov Plan 


In the course of last Monday’s debate Mr Bevin pleaded 
with his critics that they should al to understand the attitude 
on dismantling and reparations taken by Germany’s neighbours. 
He was obviously thinking as much of Poland and Czechoslovakia 
as of France. There Communist lt is worrying even 
staunch friends of the West with the persistent charge that 
America and Britain are building up the strength of western 
Germany with a reckless disregard of the risks. Czechs, Poles 
and Russians are told repeatedly that Germany will have, if not 

riority, at least equality of benefits under the Marshall Plan. 
n his anxiety to allay this fear Mr Bevin went so far as to on 

that “ nothing would have been tore fatal to the Marshal! Plan 

itself ” than to have linked Germany with it, forgetting that the 

Paris report of the sixteen ts includes estimates of 

German needs and productive possibilities This lapse. only 

shows how difficult; how unnerving, how destructive of clear, 
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thought and firm resolve must be any attempt to follow’ at this 
juncture the middle line between Russia and America advocated 
by Labour back-benchers. 

It must be firmly held in mind that in Europe this winter 
there is a race on between the ‘Marshall Plan for the West and 
the Molotov Plan for the East; that Mr Zhdanov and his 
Cominform have declared open war on the Marshall Plan.. (“ As 
far as the USSR is concerned it will make every effort to prevent 
this plan being realised.”) To hesitate or delay in mobilising 
all the resources of western Europe behind Mr Marshall’s Plan 
would simply be to play into the hands of a very determined 
opponent. If the Plan succeeds and western Europe begins its 
climb back to prosperity and solvency, its power to influence 
and attract eastern Europe will be far greater than it is now. 
While that process is going on the countries of eastern Europe 
will be learning whether their effort to reconstruct and indus- 
trialise. themselves can in fact be carried out with Russian help 
alone. At the moment it is in the Soviet Government’s interest 
to make the best showing it can with supplies of food and raw 
materials to such allies as Poland and Czechoslovakia. Whether 
that showing can be kept up, whether those countries can supply 
enough of the capital equipment that Russia needs, and whether 
they can dispense with either the quality or the quantity of goods 
that America has to offer—all this is at least as uncertain as the 
success of the Marshall Plan. 


Nothing that Mr Bevin can do in the way of diplomacy can 
now undo the success won by Mr Molotov when he forced these 
eastern European governments to stay away from the Paris 
economic conference. Time, bitter experience and patience can 
alone heal-that breach. Concessions here and compromises there 
to meet the complaints of Germany’s plundered neighbours will 
not noticeably affect Russian and Communist influence on 
them. What will check that influence is a swift and clear demon- 
stration that western Europe—including Germany—can recover, 
that acceptance of American aid does not mean political depen- 
dence, and that the Communist theory of non-Communist coun- 
tries inevitably collapsing into chaos and war is demonstrably 
untrue. 


Something else, too, is needed, so far seldom discussed in 
public: a serious effort, made by industrial and scientific experts, 
to work out simple methods by which any attempt of the 
Germans to re-arm or prepare aggression can be detected and 
checked at an early stage. So long as this is not done there will 
be plenty of important people in Europe ready to believe that 
Britain is preparing what they call “another Munich.” 


* * * 


International Trade Agreement 


The mountainous labours of the Geneva Conference are at 
last at an end, and all concerned are saying that what has been 
brought forward is much more than a mouse. But the public is 
to have no opportunity of judging until the middle of November, 
when the documents are to be published—unless there is the usual 
leak in Washington. Even in three weeks’ time it may be very 
difficult to form a firm judgment, for what is to be signed this 
weck is an immense document incorporating the results of a large 
number of bilateral negotiations among sixteen different nations. 
And even when the different concessions have been sorted out, it 
will still be difficult to distinguish those that open a door against 
which traders have been actually knocking from those whose 
practical effect is nil. 


The Agreement will stand or fall by what happens in conse- 
quence of it to imports into the United States. Not only is it 
dollars that the world needs, but the American tariff is almost 
the only one in the world that is effective at the moment, since 
all others are overlaid by quantitative restrictions. The President 
of the Board of Trade said on Wednesday that 


we have agreed to reductions in our own tariff or to reductions 
or climinations of the preferences we enjoy in other Commonwealth 
countries only in return for concessions which we consider equivalent 
in terms of the trade thereby.opened up to us. We have been 
particularly concerned to secure reductions in the tariffs of other 
countries, including the United States, which would provide an im- 
mediate opportunity of increasing our dollar exports. 

The key word in the last. sentence is “immediate” and if the 











THE ECONOMIST, November 1, 1947 


The fact that it was done reflects highly on the skill, the. patience 
and the will to co-operation of those who have been concerned, 
* * * 

2,700 Calories a Day ia 

The cuts in rations announced last week by Sir Stafford 
Cripps should have surprised nobody, for it was well known that 
dollar food purchases would have to be restricted, But, strangely 
enough, the cuts bear little relation to any saving in dollar di- 
ture. The weekly ounce of bacon is a direct result of the failure 
of the Danish food negotiations ; so is the reduction from 3 to 2 
ounces in the butter ration that will come into force in November. 
The maintenance of the meat ration at a shilling’s worth a week, 
and the reduction of sugar to 8 ounces a week, are perhaps the only 
two items on which a few, if any dollars will be saved. On the 
other hand, the Ministry of Food’s reported decision to ration 
potatoes is right. Administratively it will be difficult to work 
satisfactorily, but the poor potato harvest (estimated this year at 8.1 
million tons, compared with 10.2 million tons in 1946), coupled 
with a possible tightening up of the bread ration, unless ade- 
quate supplies of Australjin wheat are made available, has made 
it imperative to husband supplies against next spring and early 
summer, It is only a pity that it was not done two months ago 
before consumers started to husband supplies for themselves. 


RATIONS PER WEEK 
\ | Fats (nozs) 10% 


BUSES Sia! 
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The reduction in the calorie value of ghe diet from 2,870 to. just 
below 2,700 amounts to a 6 per cent drop in consumption—or 10 
per cent lower than it was before the war. (The trend of some 
basic rations and the number of calories available is shown in the 
accompanying chart.) Of course nobody, not even the Ministry 
of Food, believes that calorie figures reflect the full decline in actual 
consumption. The figures are averages and apply to food moving 
into consumption and not to food consumed. The high calorific 
value of the national diet has been achieved by the increased 
quantities of bread, fish and potatoes, which make the British 
diet monotonous and unpalatable. Under the new cuts, the actual 
amount of food consumed is more likely to be four-fifths of the 
1938 level. : 

What, however,is more serious is that British food policy seems 
to have gone awry. Purchases of American foods cannot be made 
because of the dollar shortage. Food subsidies cannot, it appears, 
be taken off. Nor, on the other hand, can the Government afford 
to increase their total amount. This means that food supplies 
from soft currency areas.cannot be purchased because their price 
is too high. When such a policy reduces the quantity of 4 ration— 
the weekly ounce of bacon for instance—to absurdity, a good case 
can be made out for derationing and desubsidising that foodstuff 
and allowing those consumers who will to pay the higher price. 
To do this for bacon at the moment could not be said to be 
starving the poor. ey il 

* * 


Victory for Mr Bevan St 
It appears that the public have now heard all are likely 

— ahaa the revised housing programme End ad the new 
ob Pasir oa > 
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The Government have succumbed to the temptations of the slow 
for fear of the political repercussions of unemployment and. a 
further drop in the hopes of the homeless. 

Sir Stafford stated that there were at present t 
manent houses under construction and another a ecaeae 
contract and that the Government had decidedto complete all 
these houses “in the shortest possible time”: approvals of new 
houses would be cut down so that not more than 140,000 would 
be completed in 1949. The most interesting part of this section 
of his speech was the reason which he gave for the change of pro- 
gramme: timber shortage and the necessity for buying timber sup- 
plies with dollars would appear to be the only cause for reducing 
the numbers of houses in 1949, and the existing stocks of timber 
earmarked by the Ministry of Health the reason for the present 
continuance of the programme in 1947-8. But have the 
Government not heard of shortages of timber for more pro- 
ductive needs—for example factories? And what about the 
shortages of manpower for agriculture, mining, or exports, which 
could be relieved if surplus building workers were released ? 

The silence about the effects of the housing programme on 
demands for manpower is really astonishing. The Government 
have repeated time and again importance of getting more 
men into the export industries—Sir Stafford Cripps himself made 
the shortage of workers in key industries and the increase in 
employment in the building and distributive trades a feature of 
his press conference this week—but when they are presented with 
an opportunity of getting a moveable surplus they have shirked 
the issue. Naturally there are difficulties, but if a machine is 
being erected to move the spivs—a useless lot in any case—why 
not move the builders too? Here is another example of how 
the trade unions have won their own case to the nation’s 
detriment. 

And what justification can there be for carrying on without 
alteration with the 90,000 houses under contract but not yet even 
begun ? There would indeed be genuine wastage of effort if 
houses nearing completion were abandoned and the Government 
would be perfectly right in concentrating on these, provided they 
took steps to ensure that they were completed with due speed. 
But the effect of its present decision is likely to be that fewer 
houses will be completed over the next six months than would 
otherwise have been the case. Any cut in the programme must, 
indeed, be a very grave matter, because of its social repercussions ; 
nevertheless, the discomforts of overcrowding are lesser evils than 
hunger or cold. 

* * * 


Mixing-up the Classes 


Mr Aneurin Bevan has in the past expressed himself in favour 
of housing schemes which vided for a judicious mixing of the 
classes, sO that new housing estates should no longer be filled 
entirely by people drawn from one section of society. So far this 
new policy has been implemented in the breach rather than the 
observance, since local authorities havé not been permitted to do 
more than leave an open space for those houses intended to be 
bigger, better and more expensive for their future middle-class 
occupants. 

It now appears that the Minister of Health is prepared to 
sanction the building of a limited number of these larger houses 
straight away, and the London County Council last week approved 
a number of plans for them. The houses are mostly of a four- 
bedroom type, with immersion heater, independent boiler, one or 
two radiators and in some cases a garage. It is intended that 
they should be built in pairs, or occasionally in blocks of four, 
in the same streets as the more normal type of council house. 
Economic rents will be charged, and it will be extremely interest- 
ing to see how these compare with the subsidised rents. 

It remains to be seen whether this small concession to the 
middle classes will survive the cuts in the housing programme. 
Nevertheless, it is.some cause for gratitude that Mr Bevan has 
even recognised their difficulties thus far. How long the gratitude 
of the future occupants will survive the acutest of the 
housing shortage will depend on how fast the social transformation 
of this country takes place. In a country so socially undemocratic 
as Great Britain the first middle-class tenants are likely to feel 
themselves isolated and lonely, and the poorer tenants to regard 
their more well-to-do neighbours with jealousy and__ suspicion. 
This is not to say that the experiment should not be tried, but 


rather to anticipate the. initial. difficulties which. will take place. 

. the LCC wouid also experiment with eee | maine AUP 
middle-class houses, say, a street at a lume, nm $ 

subsidised: houses, the comparison: of results would be valuable. 
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Tumult in Kashmir 
of an Indian State to choose between | : 
Maharaja of Kashmir, who is a Hindu with a majority of Mosiem 
subjects, would opt for India’ He has now done so. 
the Nawab of Junagadh, who is a Moslem with a 
Hindu subjects, opted for Pakistan ; India said this could not be 
allowed, and landed troops on the ‘coast close to Junagadh, while 
an anti-Nawab “ Provisional Government” for the territory was 
set up in Bombay. The accession of Kashmir to India has been 
likewise opposed by Pakistan, and Moslem rebels within the 
country have been assisted by Hazara tribesmen from the North- 
West Frontier Province. Their entry into Kashmir has beefi at 
least not discouraged by the Pakistan authorities. 


Both Dominions thus appear to be trying to have it both ways, 
maintaining the principle of ruler’s choice when it is to their 
advantage and denying it when it goes the other way. But 
Junagadh is a trivial matter, whereas Kashmir is of very great 
importance, It 1s the largest of the Indian States in area except 
for Hyderabad—it is about the size of England and Scotland— 
but, as it Is very mountainous, it has only a small population ; it 
is economically significant as a producer of timber and silk. It 
really consists of two States—Jammu, which is mainly Hindu 
and was made over to Gulab Singh by the Sikh ruler of the 


Punjab in 1820, and Kashmir itself, which was added by the 
British in 1846. 


The issue has already nearly brought war between India and 
Pakistan. When the Maharaja notified his accession to India, 
Indian troops were sent by air to assist the State troops against 
the rebels ; Mr Jinnah thereupon ordered General Gracey, Acting 
C.-in-C., Pakistan, to cross the frontier of Kashmir and occupy 
Srinagar. But General Gracey pointed out that this.would be 
an act of war against India, and asked for reference to  Field- 
Marshal Auchinleck, the India-Pakistan Supreme Commander, 
who flew to Lahore and warned Mr Jinnah that, if the two 
Dominions were to fight each other, all British officers on. both 
sides would resign. Mr Jinnah then invited Lord Mountbatten 
and Mr Nehru to a conference in Lahore, but Mr Nehru is ill, 


a the Governor-General cannot act constitutionally without 
im, . 


There is talk of a popular referendum in Kashmir to decide 
the issue, but in such a vast and mountainous territory a referen- 
dum would require hundreds of external observers if it was to 
have any validity, and such observation would be hard to arrange. 
A solution might be to separate Jammu and Kashmir, Ladakh 
remaining with the former and the Gilgit region with the latter. 
If no political settlement is reached, the local military advantage is 
likely to be with Pakistan, for winter snows will soon block access 
from India not only overland, but even by air, whereas com- 


munications with Kashmir in winter from the Pakistan side are 
much less obstructed. 


: 
: 


* * * 


Italy Tackles Inflation 


In face of violent attacks from the Left, the Italian Govern. 
ment has since June been trying to: strike a balance between 
various economic objectives. With the overriding aim of inspir- 
ing confidence abroad and coaxing out much-needed foreign loans, 
it has been trying to balance the budget, while at the same time 
taking measures to lower the cost of living and to. ensure full 
employment. At the moment it looks as if it is having some 
success in one effort: after a steep rise in the cost of living 
between June and September wholesale prices of certain foods— 
meat, sugar, Olive oil and vegetables—have shown a tendency to 
fall. It is too early to say whether the tendency is merely a 
Passing one. 


As part of his measures against inflation, Signor Einaudi has 
been trying to restrict credit. The ultimate results of this policy 
cannot yet be gauged. But, taken in conjunction with the lifting of 
the ban on dismissal of workers—at last coming into effect after 
prolonged negotiations—it is now possible ro see some immediate 
consequences in industry, That ban, introduced after the libera- 
tion and nominally suspended in August, 1946, has, in fact, re- 
mained effective until now, owing to the ies of reaching 
agreement between the Industrialists’ Confederation and the 
CGIL (the Italian Trades Union) on the method of dismissai. 
So industrialists have had to. meet very heavy wages bills, irrespec- 
tive of whether or not there was the work for the many hands to 
do. In the iron, steel and engineering industries, where recovery 
has been considerably slower than in the textile industry, the 
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burden has been particularly heavy. Firms’ found: themselves 
to on Government subsidies or bank credits 
to meet their obli Stare 
Now the Government is trying to regularise the position, On 
the one hand, banks are no longer authorised to lend sums above 
70 per cent of a firm’s deposits. On the other hand, it nas estab- 
lished a fund for the assistance of the engineering industry, to be 
known as the “ Fondo per l’industria meccanica” or FIM, which 
is to be held by the semi-officia] Instituto Mobiliare Italiano and 
administered through a committee which will examine firms’ 
applications for assistance, It has been specifically stated that 
small firms will be as eligible for assistance as large concerns. 
This policy may take some time to. put into effect. For the ume 
being, while Fiat and Isotta Fraschini have between them just 
received advances amounting to 1,250 million lire, many other 
firms—large and small—cannot find the money to pay their 
workers. 
* aw 


Berlin Bait Refused 


The sixth interzonal conference of German trade unions, 
which ended its session at Bad Pyrmont on October 23rd was an 
occasion of some importance. The delegates, behind closed doors, 
discussed two main questions: the first was whether the un‘ons 
should fuse, and the second, what their attitude should 
be to dismantlement. That they came to no sensational decisions 
on either is a matter for satisfaction. 

The conference’s resolution on the formation of a united 
German trade union organisation did not carry things much 
farther. The work'ng committee which has been considering it 
for some months will continue working, and a “ trade union con- 
gress ” wi.l meet next spring. Ir was suggested at the conference 
that the World Federation of Trade Unions might be asked to 
consider this convention sufficient evidence of unity to permit the 
German un‘ons to be affiliated to it. The WFTU’s offer of affilia- 
tion, made on the condition that a single German organisation 
should be established, was a bait which Moscow has long dangled 
before the Germans. There has been a fresh ribble at Bad 
Pyrmont, but no bite on the hook. 

The organisation of the trade unions in the West and East of 
Germany is fundamentally different. In their Zone, and in 
Berlin, the Soviet authorities sponsored a single umion on the 
Russian model, strictly controlled from the centre, and under 
Communist domination. Attempts to do the same in the West 
were frustrated by the rules of British and American Military 
Government, which insisted on the democratic growth of unions 
from the bottom upwards, based on free elections. No aspect of 
British policy in Germany has been so unfairly criticised as this. 
Without those SHAEF regulations the entire German labour 
movement would today be under Communist direction from 
Berlin. Instead, unions in the British Zone, formed on an indus- 
trial basis, are now autonomous organisations grouped in a zonal 
federation. In the American Zone, the unions are also autono- 
mous, and are still not combined in a zonal federation. The 
Americans are less neutral than the British in opposing the 
formation of a single organisation helding financial, and thus 
policy, control at the centre but they have encouraged the estab- 
lishment of a bizonal trade union federation of autonomous 
unions. 

The conaference’s resolution on dismantlement, passed by the 
Western unions only, was a very mid protest, which clesed with 
an appeal to German workers not to despair, or to take any 
desperate action. -This does much credit to the moderation of the 
non-Communist leaders, and also reflects the dilemma in which 
Commun'sts from the well-stripped Soviet Zone are placed when 
they agitate against dismantlement in the West. 


* * * 


The TUC and Wages 


It could hardly be expected that the Trades Union Congress, 
which has so frequently and so adamantly refused to admit the 
necessity for any kind of wages policy, would respond with 
alacrity to the Government’ s récent approaches on the subject of 
wage stabilisation. It is perhaps remarkable that the General 
Council should have gone as far as it has, in discussing the issue 
at ali in agrecing io call a special conference of trade union 
executives #0 x whet, if any, act.on to take. Two months 
ago, any such s would have immediately been ruled out 
of court. The Ceungil is, of course, quite correct “in 
insisting that it cannot speak for its affiliated unions and has no 
authority over them in matters of wages and working ‘conditions. 
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But this does not preclude it from giving a lead, which individual 
unions could follow, weit Gia ‘ih ‘the: cave of “staggering welling 
hours. 

The discussions have been proceeding behind an iron curtain 
at Transport House and no definite facts have yet been given. It 
is, however, known that among the tentative proposals put forward 
by the Government is one for a “ points” scheme for wages, under 
which the deserving undermanned industries would rate high 
for increases, while industries already fully manned or in non- 
essential categories would not qualify. The conflict over this 
proposal has appeared before—at the Margate conference, when 
Mr Deakin, on behalf of the General Workers’ unions, rejected 
categorically the idea of any wage discrimination in favour of 
any particular section of industry, whereas Mr Lawther urged 
special incentives for the miners. 

Whatever divisions may exist on wages, however, there is com- 
plete unanimity among the unions on the limitation of profits, 
and on their opposition to the reduction of subsidies. That is 
why the TUC is anxious that the unions’ views should be clarified 
and presented to Mr Dalton before he finally determines his 
autumn budget. 

Budget apart, the need for speedy decision is emphasised by 
the imminence of a number of wage claims. That of the Post 
Office workers, who are seeking a minimum rate of £5 a week 
and an increase of {1 all round, may be regarded as something 
of a test case. Consideration of the miners’ claim for {1 increase 
in the weekly minimum was only postponed because Lord 
Hyndley, wisely and firmly, refused to negotiate while there 
was a stoppage in the Scottish coalfield. Meanwhile, figures pub- 
lished in the Ministry of Labour Gazette show the extent to 
which wages have risen. The average weekly earnings of nearly 
6,000,000 workers in manufacturing industries in April, 1947, were 
1038. 6d., or 94 per cent above the 1938 level. When the last 
return was taken, in October, 1946, the increase was 90 per cent, 
and in January of last year it was only 74 per cent. Since April 
there has been a further upward movement in wages in a number 
of indusiries. 

* * * 


Service Strength 


The process of clarifying the present strength of the Services 
has been carried a good deal farther over the last week, to some 
extent by the Minister of Defence in the House of Commons, to 
a greater extent by Lord Hall in the House of Lords. Public 
attention had been mainly attracted by the a.legation that the effec- 
tive striking force of the Home Fleet at the moment was reduced 
to One cruiser and four destroyers. Mr Alexander in his explana- 
tion was far from clear. In the end he admitted that substan- 
tially the position was as alleged, but he quite failed to give 
the man in the street any clear grasp of why such a state of 
affairs existed, Lord Hall, on Tuesday, was more frank and as 
a result more effective. The Admiralty have faced the fact that 
the manpower of the peacetime Fleet is never likely to exceed 
147,000 men—maybe the Navy will be fortunate to retain that 
number for any considerable period—and that in consequence 
the Board of Admiralry decided to make at once a complete 
reorganisation in the. deployment of that number of men. 
Inevitably, some portion of the total Fleet had to be laid up 
while the process was in operation, and it was the Home Fleet 
that was chosen, for that purpose. As Lord Chatfield put it, if 
the Foreign Office were prepared ro advise the Admiralty that the 
Home Fleet could be laid up for six months—and it is unlikely 


that the Admiralty took action without that assurance—he was. 


prepared to accept that decision. Few wou'd disagree’ with 
him. It is rarely possible to make an effective reorganisation of 
anything without making some section of the machine stationary 
for some period. 

In the long run the most disquieting feature of the informa- 
tion extracted from the Government is the comparative failure, 
so far as the Army and Air Force are concerned, of the recruit- 
ing campaigns for the auxiliary services. The figures speak for 


themselves. The present totals are: Territorial Army, 32,000, 


Naval auxiliary forces, 11,800, Auxiliary Air Force, 1,800. 

This is not a matter of immediate concern. The country still 
possesses a very considerable number of trained men and women 
still of military age. No a they do not join any voluntary 
service because they know th eareeaes 
cal.ed back without delay.” 
coaees 0s BL mF mba coe The fee Sedeatery Memeuaniina seit 
to et ee ee eee fray a wap at 
the moment. Since the problem is 
it is easy to dismiss it now, only to 
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to solve when a scare comes, It is as important as any that the 
Service chiefs have to solve. 


* * * 
« Exploiting ” the Colonies ? 


One of the first Bills of this session to be published is the 
Overseas Resources Development Bill, which gives legislative form 
to the Government’s proposals for the East African groundnut 
scheme and the £100 million Colonial Development Corporation. 
Two corporations are to be set up: the Overseas Food Corpora- 
tion, with total borrowing powers of £55 million, whose sphere 
may be anywhere outside the United Kingdom and which will, 
among other things, carry out the groundnut scheme ; and the 
Colonial Development Corporation itself, whose total resources 
will be £110 million. The first corporation will be responsible 
to the Minister of Food, the second to the Secretary of State for 
the Colonies—a division of responsibility which may be unfor- 
tunate. It is quite true that the Overseas Food Corporation has 
to be invited by the Colonial Secretary before it initiates a project 
in any colonial territory, and both corporations will have to 
consult with local interests and wishes. There is also a clause 
in the Bill designed to safeguard the interests of the employees of 
the corporations’ undertakings. But there are already suspicions 
enough among colonial peoples about the real purpose of the 
corporations without the entry of the Ministry of Food, whose 
primary function is to fill the stomach of the British consumer at 
the lowest possible price and which is sure to be accused of 
keeping down producers’ prices. 

These suspicions arise mainly from the emphasis that was laid, 
during the "thirties and early forties, on the need to diversify the 
colonies’ economies, to prevent them from specialising on one or 
more export crops which made their prosperity dependent on 
world markets. What those colonies, where big production schemes 
are contemplated, are asking is whether, in its own interests and 
because of its own crisis, the United Kingdom is now changing its 
mind and imposing a policy of agricultural specialisation on them. 
“Industrialisation” has become a political catchword in the 
colonies, especially in parts of Africa, and though industrial pro- 
jects are not ruled out for the Colonial Development Corporation, 
its activities will be mainly agricultural. 
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It is true that official policy always emphasised that what industry 
would be started in the colonies would be mainly the processing 
of raw materials and that industry needing protection or idi 
would not as a rule be encouraged. It is also true that the 
secondary effects of the introduction of capital on a large scale, 
implicit in the new policy, may well be a broadening and diversifi- 
cation of colonial economies and even a certain amount of indus- 
trialisation. Nevertheless, the colonies may well insist on more 
tangible evidence that they are not being “exploited” at a time 
of shortage, only to be abandoned when the shortages are over. 
And however unjustified their suspicions, and however justifiable 
the new policy in their own interests, it will be very difficult to 
provide this evidence. : 

. * * 


Right Revival in Norway 


The municipal elections in Norway on October 20, like those 
in France, were significant because the issues were not local but 
national, If it were otherwise, the swing to the right which has 
taken place would not call for attention, So far results are avail- 
able for only 640 of the 744 districts, and in those Labour, with 
536,000 votes against 487,000 in December, 1945, has made 
some gains. But the comparative gains of the right-wing parties 
have been far larger. Most important are the well-organised Con- 
Servatives, with 197,000 votes so far against 124,000 in the previous 
elections ; the Liberals come next with 130,000 votes. against 
99,000 ; then the right-wing joint list. with 107,000 votes against 
74,000; and the Christian Popular party with 103000. against 
98,000. With 80 per cent of the electorate polling. (against 65 
per cent last time) all the important parties, except .the 
Communists, increased their poll. 

The main cause of the swing to the right against the. government 
was probably resentment at recent proposals for increased taxation. 
But in agricultural districts there is also much. dissatisfaction, with 
the level of controlled prices for farm produce. General opposi- 
tion to price control, centralisation and expensive administrative 
machinery has concentrated on the controversial lex Thagaard, 
the key to the Government’s power to impose controls. But in 


spite of these grievances and cuts in imports and rations, Labour 
remains by far the largest party. 


500 yvenrs ago the natives of central 
America flaveured chocolate with 
vanilla extracted from wild orchids 
Today vanilla is not only the popular flavouring for chocolate, toffees, 
custard powders, biscuits, ice cream and many other foods, it is alse 

used as an odorant in perfumes, soaps, 


cosmetics, rubber and ink. 
Vanilla is now obtained from natural oil 
of cloves in the form of vanillin. Vauillin 
Monsanto is 100°, pure and is 40 times 
stronger than vanilla, 
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Letters to 


End of Act Two 


Sm,—I was very interested 10 read the letter from Mr Timms 
in your current issue, especially as I was expecting that before 
long an attempt would be made to discredit the recent Govern- 
ment debacle in the Cambridge Union. I do not seem to 
remember that before 1939 the anti-~Conservative majorities in 
the Oxford and Cambridge Unions were regarded as composed 
of “ partially developed critical faculties”. by those who shared 
their views outside the two Universities. On the contrary, they 
were hailed as the outward and visible sign. of youth’s deter- 
mination to resist Fascism, to abolish national armaments, and 
to uphold the League of Nations. Support of these causes was 
regarded as the hall-mark of sane and progressive thinking. 

Nor do I remember hearing, from the same source, the sup- 
porters of Mr Chamberlain praised for their “ firm conviction, 
and their stability and firmness favourably contrasted with the 
vacillation and loose thinking of their Socialist opponents. If 
Mr Timms desires to make a sacrifice for once to consistency, a 
post-date tribute to those Conservative undergraduates who did 
not “change colour” during their term of service in the recent 
war would not be altogether out of taste. : 

It is a pity that the Left are unable through their self-inflicted 
blindness to see the writing on the wall. It only means that the 
eventual disillusionment will be unnecessarily painful, but if it is 
not to be unbearable it should not be assumed that young 
Conservatives and their allies at the Universities do not mean 
what they say. 

Mr Timms seems to forget that there are subtle differences 
between Oxford and Cambridge. In my experience, the mem- 
bers of the Cambridge Union vote for measures rather than for 
men.—Yours faithfully, RICHARD FIELDEN, 

Ex-President, Cambridge Union Society 

11 Cheyne Place, S.W.3 


Sir,—The prospect of forming a new party, as mentioned by 
a correspondent in your issue of October 25th, must have excited 
the interest of many who like to think themselves impartial. 
Having been labelled a “nation of compromisers,” Britons 
proudly try to live up to that epithet, often using extreme and 
eccentric methods to prove it. 

But no middle party of compromise would stand a chance 
now for three reasons. First; the parliamentary system in this 
country favours the two-party House—for which we may be 
devoutly thankful as we watch the fluctuating coalitions and 
coups d'état in our European neighbours. Hence a third party 
would have small chance of success indeed unless it appealed 
to a new and hitherto ill-represented class of the community, as 
the Labour Party did at the turn of the century. 

Second, the moment is inopportune to create a central party 
when the swing of the electoral pendulum is considerably to the 
left of centre. 

Third, there is already a central party, the Liberal Party, and 
the ‘extent of its support is the measure of the popularity of 
political compromises. 

The only hope for a new and more moderate party is from a 
cleavage in the ranks of one or both of the two main parties, 
causing a breakaway and the formation of rival groups. But 
divided loyalty has always proved fatal, and when the parties 
resolved themselves into two large ones at the expense of one 
; splinter,” we should again be faced with the choice of right or 
eft. 

It seems that in politics there is no compromise, only a choice 
between two evils, and he who has no axe to grind had better 
not vote at all—Yours faithfully, J. W. N. Ripper 

20 Moor Lane, Rickmansworth, Herts 


Simm,—Your leader of October 18th asserts that 


it is difficult to believe that, had the crucial two million voted the 

other way in 1945 the position of the country would have been 

substantially different to-day. sap . 

I dissent wholeheartedly from such a concepi, for have we not 
witnessed during the two years of Labour administration she 
gradual supersession of private trade, the emphasis on planning 
and the subordination of the individual, the immense increase in 
bureaucracy,.the steady priation of wealth and the extinction 
of liberty, the virtual sterilisation of the middle classes and the 
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the Editor 


multiplication of officials, the slackening power of production and 
the lack of incentives to industry. 

Can you, Sir, imagine that similar results would have accrued 
from a prudent and far-seeing Government, intem on the all- 
important work of restoring our weakened economic fabric ? 

What incentive did the Government give to the people to go 
all out in a determined effort to restore production ? Did 
not lull the nation into the mood of slothfulness by promising 
them the moon and by failing to point out the serious position 
into which our finances had sunk ? 

No, Sir, I do not think “it is a good thing that Labour has been 
in power these last two years.” ‘The facts belie such a belief.— 
Yours faithfully, A. WIGGLESwWortH 

Port of London Building, Trinity Square, E.C.3 


Political Plague 


Str,—As one who deplores “ anti-semitism,” may I protest at 
the way this term is used in the article in your issue of Octo- 
ber 18th ? Since you support the tightening-up of the operation 
of the law against racial incitement, clarification is most necessary, 

The decision to send the Exodus immigrants to Germany may 
indeed have been a wrong and disastrous decision. But in 
arguing that the decision was the result of “ anti-semitism in high 
places” such as the Colonial, War and Foreign Offices, you are 
on less firm ground. Are we not entitled 10 be given the evidence 
of this ? It should be recalled that General Morgan was accused 
of “anti-semitism” when he first revealed the existence of 
organised Jewish emigration from Europe. Is there not a danger 
that those who <all attention to the rights and views of the Arabs 
may, if judged by The Economist’s standards, also find them- 
selves accused of this ? The Economist continues, 


. . . an anti-Jewish policy in Palestine is inseparable from the 
growth of anti-semitism in Britain. It will not be possible for the 
Government effectively to check anti-semitism in London or 
Manchester while the newspapers continually carry reports of 
violence, reprisal and repression in the Government's campaign 
to enforce its immigration laws in Palestine. 

If this is to be the criterion, the Arabs can hardly expect the 

Mandate’s administration to be. impartial. 

_ You contend further that it was the anti-semitism of Hitler’s 
ris¢ to power which has defeated assimilation. Yet surely the 

1917 Balfour Declaration and the rise of political Zionism had 

already defeated the cause of assimiiation, even if it ever stood 

a chance of victory im view of the age-long Jewish antipathy to 

marriage with Gentiles. This antipathy can no longer be attri- 

buted solely to religious sanctions by which other faiths protect 
their beliefs, for, as your article indicates, the Messianic hope 
and moral fervour springing from the Jewish religion has become 
secularised with the decline of religious belief. The other side 






From The Economist of 1847 


October 30, 1847. 


THE act ef the Government on Monday last must be looked 
upon, not alone as a suspension of the Bank Bill of 1844, but 
virtually as an abandonment of its principle. It is quite 
true that the letter from Lord John Russell and Sir Charles 
Wood to the Governor of the Bank, describes it as an “extra- 
ordinary and temporary measure”; but it is impossible to 
deny that, whether the act be of itself good or bad, the 
abandonment of the bill at the only moment when its provi- 
sions really became effective, must ir ever destroy confidence 
in its virtue to protect the public interest. Its power for 
good m the future—even in the eyes of its warmest friends 
and supporters—must be felt to have received a shock which 
no vote of Parliament can possibly repair. But we fear that 
the circumstances and the avowed motives under which this 
policy has been adopted, will go far to destroy the influence 
of the legislative in any future course which it may adopt 
in reference to this important question. Whatever law is 
passed—whatever restraints are imposed in order to: protect 
the convertibility of the notes of the Bank—it will be impos- 
sible to destroy a feeling whieh for-many years must pervade 
the public mind, that the pressure must only be severe enough. 
and the demands loud enough, in order to procure a suspen- 
sion of any restriction which may exist. 
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of the medal must 2'so be shown *f The Economisr’is to ‘tvaiti~ 

tain its impartiality. Could not The Economist make a stand 

against all forms of racialism ?—Yours faithfully, : 
Pharos, Fawmile Lane, Cobham, Surrey Juris Bap 


Sir,—May I query the statement in your article in your issue 
of October 13th, that “im our time anti-semitism has defeated 
assimilation.” Assimilation and absorption are, in fact, proceed- 
ing apace under our cyes and remain the solution of the Jewish 
problem, despite Hitler and also despite the efforts.of some Jews 
to prevent it. Religious practice has decreased to such an extent 
among Christians and Jews alike that religious differences have 
yecome less important and intermarriage easier. Unfortunately 
it is mostly forgotten or altogether ignored when anti-semitism 
is discussed that practically all the Jews against whom it is 
directed are only the first generation of Jews born in this country 
—if not themselves immigrants! 

Racial anti-semitism can be traced to the influx into a country 
of large numbers of foreign Jews (Eastern Jews from Poland and 
Russia in the case of Germany and Austria, Central European 
Jews in the present case of Britain where even the Eastern Jews 
who came here round the close of the last century are only just 
about to be assimilated). Hitler’s extermination policy has for 
ever destroyed the reservoir of Jews in Eastern Europe (a miser- 
able remnant survives in the DP camps on the Continent and 
desires to settle in Palestine), ‘Thus, with the exhaustion of the 
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big ‘reservonr of Jews, the prospects for assimilation and absorp- 
tion are ‘surely better than they have ever been before and need 
not be ridiculed as‘ an unatraiiable’* comfortable’ ideal.” ? 

As far a3 Britain is concetned, the influx of Jews frem Germany 
and Austria between’ 1933-39 was one of Jews in most cases 
already assimilated in those countries and thws comparatively 
easy to absorb here. It is significant that a large propoftion of 
those who came over here as children or adolescents and who 
have since had a British education or sefved with the British 
Forces are marrying Gentile partners and will thus be completely 
absorbed into British life. 

Unless Britain ever were to adopt Nazi methods of investiga- 
tion into the “ racial purity of ancestors,” the children and grand- 
children of these marriages may grow up without even the burden 
of the knowledge of Jewish blood in their veins.—-Yours faithfully, 

REFUGEE WORKER 


Sharing The Economist 


Smr,—Would any of your readers like to pass on their. rea 
copies of The Economist to English reading Germans? During 
my recent stay in Germany I have met many persons, students of 
economics and rs, who would greatly appreciate the chance 
of reading it. I shall gladly supply an address to anyone. inter~ 
ested.— Yours faithfully, L. BUCKNER 

121, King Henry’s Road, London, N.W.3 


THE WORLD OVERSEAS 





For and Against MacArthur 


(From a Correspondent recently in Japan) 


Ries every day some Minister rightly reminds us that we 
must export to live. The trials that beset British merchants 
in the Far East are a reminder of how difficult it will be, once the 
temporary shortages have been met, to find buyers for our 
exports. In China, the continuing civil war has led to such ‘a 
growth of corruption and incompetence that years must elapse 
before that huge market is reopened. Even then there will not 
be the increase of purchasing power for which one hoped twenty 
years ago, when Chiang Kai-shek marched north and gave China 
an astonishing and enc ing sense of national unity. Today 
egg-processing factories in Nanking are clesed down—when so 
many of us would wish to buy eggs—because a ridiculous regula- 
tion forbids British refrigerator ships to trade up Chinese rivers. 
It is far cheaper «in Hongkong to buy tea from Ceylon, three 
thousand miles away, than from Foochow, less than five hundred 
miles away. Merchants are apt to find that the cost of carrying 
cargo all the way from Britain to Shanghai is less than the cost of 
unloading it when it arrives, and storing it in their gedowns, 
The Americans have burnt their fingers-in-China. They have 
trained and equipped Chinese divisions for Chiang Kai-shek, and 


these divisions have deserted to. the Communists, equipment and 
all, at the first possible opportunity. In. its. impatience, and its 
growing anxiety over Russia, the United. States government seems 
to be in process of transferring its support from China to Japan ; 
it seems heedless of the danger of restoring to power the 
“Zaibatsu,” the leaders of big business, whose desire for world 
domination was hardly less than that of the militarists, even 
though they favoured milder methods of obtaining it. To what 
extent then, pending the recovery of China (where cordiality 
towards the British | survives fo an umexpected and en- 
couraging degree) can or should the British turn their attention 
to Japan? To what extent will the Japanese want to buy British 
goods ? To what extent have they lost their old ambitions, and 
become “ safe for democracy ” ? 


Grievances of British Traders 


General MacArthur has in many ways done a remarkably geoa 
job. Compared with the chaos of four-power control in Germany, 
one-power control in Japan is magnificent. But the British 
business-man who hopes for a share in Japanese trade will meet 
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many disappointments. The entire administration of the country, 
even in the small south-western zone of the British Commonwealth 
Occupation Force, is in the hands of SCAP—Supreme Com- 
mand for the Allied Powers—and SCAP is American. There 
can be no British complaint about this, for the responsibility of 
controlling Japan was placed on American shoulders at the 
Potsdam Conference, and our lack of men and money has com- 
pelled the British to withdraw even the one brigade which took 
part in the occupation. And the Americans would be more than 
human if they were to give no advantages to business men of their 
own nationality. For example, British shipping firms with genera- 
tions of experience in the Far East were told that all SCAP 
supplies would be carried in American bottoms. This is natural 
enough, since the Americans pay the bill and the officials are 
American. But the bitterness of these British firms is also 
natural. 


Now that Japan is being opened to the private trader, even the 
most scrupulous effort by the SCAP officials to be impartial 
will not enable them to give to foreign firms they do not know 
the same opportunities as they give to American firms with which 
they may have dealt for years. And the immense predominance 
of Americans in the forces of occupation tends to make the 
Japanese forget that the British Commonwealth played a con- 
siderable part in their defeat, and still exercises great influence 
in world politics and commerce. 


Years Needed to Rebuild 


Quite apart from these handicaps in the way of the British 
business man, there is the far larger problem of Japan’s recovery. 
The materia] destruction there is much greater than most British 
people imagine. Superficially the damage is not nearly so great 
as the damage in the Ruhr, for the wooden buildings of Japan 
went up in smoke and left none of those appalling piles of rubble 
Europe knows so well. But it must take even so industrious a 
people as the Japanese many years to rebuild their industrial 
areas. When they have managed again to step up production, it 
may take them many years to recover lost markets, either because 
they have left such a heritage of hatred or because these markets 
—such as China—have themselves suffered destruction. Mean- 
while, more Japanese will have to live in greater poverty in a 
smaller area ; for Okinawa, Formosa and other lost islands pro- 
vided homes for many, and Manchuria provided invaluable raw 
materials without currency complications. 


There are at present very few signs of malnutrition in Japan ; 
but that is because the occupation is costing the Americans some 
£80 million a year, most of which goes on food to keep the 
Japanese alive. Also the proverbial but haphazard generosity 
of the GI provides masses of voung Japanese with chocolate, 
coca-cola and chewing gum. SCAP itself has done an admir- 
able job with injections and vitamins. Before the war Japan was 
the foremost fishing country in the world; and, although the 
best fishing grounds have been lost, negotiations with the Russians 
and others might restore very quickly this invaluable source of 
food. Japan is so mountainous that, although 47 per cent of the 
people have to depend on agriculture for their livelihood, only 
16 per cent of the country is under cultivation. But SCAP 
officials have reclamation and other plans which should bring 
another four million acres into production. All this help, how- 
ever, does not remove the fact that there is a population of 
seventy-six million people to keep alive, increasing annually by 
roughly one million. 


Freedom Thrust Upon Them 


In such circumstances it would be absurd to expect the 
Japanese to come through the next decade without the gravest 
difficulties ; although they will inherit from General MacArthur 
the most democratic constitution in the world, they will also 
inherit formidable economic difficulties. Many SCAP officials, 
including the Supreme Commander himself, are very confident 
that Japan is already safe for democracy ; but one dare not forget 
that the Germans after the first world war had the most demo- 
cratic constitution in the world, and made singularly little effort to 
defend it when there appeared both a ranting demagogue and an 
economic slump. The present Prime Minister, a Socialist lawyer 
who has spent a good part of his life in prison for his political 
opinions, does not impress one as a man who will show un- 
flinching energy ; other men who have now come to the top are 
far less experienced than were the members of our own. Li 
Government. They have to control a population that has 
achieved freedom ; it has had freedom 1 nit at 
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ministers are so surrounded by bowing and sycophantic secre. 
taries and assistants, that one is left wondering whether any 
change at all has taken place since the days before the war. 


SCAP’s educational department has done its best. Under its 
fairly remote control a Japanese committee has “screened ” al] 
the teachers, and more than a quarter of them have been removed, 
In selecting those who are to remain, great pains are taken to get 
rid of the “ skilled mechanic ” from the class room. Teachers are 
themselves preparing their new text books. On a different level 
editors and political writers are lectured ad nauseam on their 
duties and responsibilities. General MacArthur bases his terrific 
optimism on the many Japanese who are being given a vested 
interest in the maintenance of a democratic regime. 


Vacuum in the Pacific ? 


For three reasons some of his subordinates, especially those who 
lived in Japan before the war, do not share that optimism. One 
is that so inexperienced a team of men will almost certainly have 
to turn, after American advisers have been withdrawn, to the 
Japanese “ Zaibatsu,” whose past does not lead one to expect 
from them much resistance to a possible revival of militarism, 
The second reason is that people so little accustomed as the 
Japanese to the idea of democracy are likely to pay too much 
attention to their rights and too little to their obligations. The 
third reason arises from American fears of Soviet intentions. 


These fears are likely to distort the American conception of 
what kind of democracy would be good for Japan, and of this 
the Japanese are of course well aware. Those of them who have 
been pushed off their pedestals by the evidence of their past 
megalomania may hope to win back the Americans’ favour by 
expressing a distrust of Russia as intense as their own. It can 
be suggested, ever so delicately, that if only Japan were again a 
strong military power she could be an invaluable ally in the 
Pacific. Have not some American papers already gone so far as 
to suggest that a new Japanese army should be organised under 
American officers? But then, an army is of little use without 
heavy industry to keep it supplied ; and, after all, the past is 
past and best forgotten. 

Such arguments will find increasing response in the United 
States as the responsibilities of a Great Power become more 
obvious and irksome to its remoter citizens. And, if they are 
allowed to influence American policy, one of two unpleasant 
consequences is probable. Either the “old gang” in Japan will 
regain power and will crush the timid and delicate democracy the 
Allies have fought so hard to introduce. Or the younger generation 
of Japanese, increasingly resenting American encouragement of 
reaction and increasingly tempted by the forbidden fruit of Com- 
munism, will look to Russia for guidance and inspiration, as the 
peoples of Eastern Europe looked to England and France during 
the nineteenth century. That is why many observers in Japan, 
while paying tribute to MacArthur’s sincerity, wish that he were 
not so addicted to wishful-thinking and were not so surrounded 
by men who encourage him in this vice. 


Socialist Strength in Europe—Il 
Old and New. Currents in 
the West 


[BY A CORRESPONDENT] 


Amonc the Socialists of Western Europe there are marked con- 
trasts w.th both Eastern Europe and Scandinavia. Preoccupation 
with doctrine and theory, a serious division between Socialist 
Ministers and party militants, and the competition under demo- 
cratic rules of strong Communist parties distinguish the 
situation in Belgium, France and Italy. In the last two the 
Communists’ part in the resistance left them firmly established 
in 1945 as major political parties, and the Socialists have never 
recovered among the workers the ground then lost. Intellectuals 
from the middle classes preponderate in the party executives, 
while the remaining Socialist influence in the unions is inade- 
quately represented. The embarrassing central position that 
Socialists now ogcupy between Catholics and: Communists is the 
result—not the cayse—of their inadequacy. - ) 

‘With every new, compromise made by the Socialist Ministers 


in France, the tension between them and the. party. executive. 
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grows more dangerous. The tragedy of French and ‘Italian 


, Socialism is that the present situation demands collaboration with 


the Communists, while the Communists have. r tedly .demon- 
strated that collaboration with them is-impossible. In despair, 
some Socialists are turning to the idea of a Socialist International 
as the only means of regaining lost prestige. Nenni’s party in Italy, 
however, has identified itself in this, as in other matters, with 
the East European ‘parties, so as not to complicate its relations 
with the Communists. 

In the French and Italian parties a kind of revolutionary 
socialism is emerging as a dominant current. This has many 
causes besides the national temperament: the desire to outflank 
the Communists On the Left, is one; an ingrained mentality of 
opposition is another. But there is also the fact that thousands 
of people who would have joined a Communist Party in similar 
circumstances after 1917 now consider the Communist parties as 
instruments of a bureaucratic and imperialist tyranny. Some 
of them flirt with Trotskyism and anarchism, but many have 
joined the Socialist parties in the hope ultimately of capturing 
or converting them. ‘The British HELP was such a group before 
the war. Today, the Iniziativa Socialista in Signor Saragat’s 
party and the most powerful group supporting M. Mollet, the 
French Socialist Party secretary, are composed largely of such 
elements. These “ neo-maximalists,” “ impossibilists,” or “ Trot- 
skyists”” as they are variously called, tend to be anti-British as 
well as anti-Russian and anti-American, and their influence is 
already important. They want to establish a Socialist Inter- 
national as the instrument of a co-ordinated offensive for world 
Socialism. 

The success of the French Socialists in capturing some areas 
from the Communists during the current municipal elections, 
suggests that, if the Cominform leads the French and Italian Com- 
munist Parties into suicidal adventures, this revolutionary anti- 
Stalinism in the Socialist Parties may prove a valuable asset. 


German and Austrian Parties 


It is much too early to predict the future behaviour of the 
Social Democratic Parties in a free Germany and Austria. Their 
present importance in European Socialism lies mainly in the 
embarrassment which their existence causes in Eastern, and parts 
of Western, Europe. The Austrian party will almost certainly 
win the next election—after the ratification of the Austrian Peace 
Treaty. It has made striking progress in the rural areas previously 
monopolised by the Catholic parties and its prewar rigidity of 
doctrine is much relaxed. Both German and Austrian parties have 
identified themselves completely with Western Europe and are 
in good relations with the British Labour Party. 

Holland is an entrepdt of Socialism, as it is of commerce. The 
anti-clerical Marxist NSDAP gave place in 1946 to a Labour 
Party more on the Scandinavian or British model; but dis- 
appointing election results and the Indonesian issue have made 
the older members restive. The Party secretary, Koos Vorrink, 
who was mainly responsible for the new form of the party, is 
the protagonist of another important current in postwar Socialism 
—the attempt to present Socialism as a Christian faith. ‘This 
current is active also in France, Germany and Austria. 

The sketch of European Socialism given in this article and the 
previous one may justify certain conclusions. Firstly, that 
Socialism is an international political force comparable in im- 
portance with Communism and Catholicism ; it is, moreover, a 
force making for European unity. Secondly, Socialists exer- 
cise decisive power at the moment only in Scandinavia and 
Britain; they are unlikely for some time to form majority 
governments in any other area. Thirdly, so long as America 
and Russia. are divided on all important European issues 
it will. be difficult, if not. impossible, for the European 
Socialists to formulate-a common policy in public, Finally, the 
survival of Socialism in Europe depends primarily on Britain’s 
success in establishing its economic and diplomatic independence ; 
the solidarity of the parties cannot be exploited on a major scale 
until the material resources are available to support it. Above all, 
the European Socialists cannot be considered as an anti-Soviet 
force ; any attempt to organise them for such ends would fail 
or lead to their division and destruction. The men who organised 
the Cominform, with its abusive and undiscriminating challenge 
to Socialist leaders and parties, seem unable to understand this. 

Da the gthen hand denoniee malsionees ahah. te. Aamesionmn in 

ing their war against Russia will consider the Kuropean 
Socal ne De Suck an attisnde would be ill-advised if 


the aim of American policy is ultimately to produce the conditions 
in. which Europe can recover her unity without a war. 
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No Headway on Indonesia 


. [FROM OUR UORRESPONDENT AT THE HAGUE] 


“It should be quiet in Holland now that all Dutch fools are 
in~London,”~said a cynical commentator on his return from 
Sjahrir’s headquarters in a London hotel. Not all Dutchmen 
who paid a yisit to the former Indonesian Prime Minister during 
his recent stay at Claridge’s are “fools.” But it is a fact that 
ail Dutchmen who went to see him were private emissari¢s nego- 
tiating on their own behalf; neither the Dutch Ambassador in 
London, who “ could perhaps see Sjahrir” ; nor Dr Koets, right- 
hand man to the Lieutenant-Governor General Van Mook, who 
was “accidentally” in London; nor Dr: Joekes and: Professor 
Logemann, who came over as representatives of the Dutch Labour 
Party, had any official authority. Sjahrir was growing somewhat 
sceptical about the chance of new negotiations with the Dutch— 
and who will blame him ? 

Some of the private politicians who went to London, particu- 
larly Dr Otten, head of the Philips Works at Eindhoven, pub- 
lished a joint manifesto with some Indonesians, asking for fresh 
co-operation between the Dutch and the Indonesians. “Apart 
from the merits of the manifesto (which were small) two things 
aroused comment in connection with it. 

One of the Indonesian signatures under the manifesto was that 
of Soeckawati, the moderate, co-operative head of the new State, 
“Eastern Indonesia,” that was created six months ago. It is 
rumoured at the Hague that an official of the Ministry for Foreign 
Affairs sent Soekawati a cable asking for the withdrawal of his 
signature, . . . If the story is true, it illustrates rather well the 
actual position of such creations. as “ Eastern Indonesia” ; Soecka- 
wati’s position is more like that of the mayor of a fairly large 
municipality than that of head of an “independent State,” mem- 
ber of the future “ United States of Indonesia.” 

Internationally, the Indonesian problem is nor making very 
much headway so far as Holiand and the Republic are concetnéd. 
All hope is centred now on the “ commission of three” approved 
by Uno, which will perhaps be able to bring both parties together. 

In Holland no progress to speak of is being made on account 
of the international political difficulties.. The Cabinet has been 
divided on the Indenesian issue, and the Prime Minister has 
openly said so, He added, however, that an. agreement had been 
reached by the Cabinet ; but the relevant Government statement 
gave a history of the conflict from the Dutch side rather than 
constructive suggestions for further action. Neither the Govern- 
ment’s own statements nor lobby rumours give hope that any pro- 
gress is being made at the Hague. 


Waiting for the Cat to Jump 


Meanwhile, a silent struggle has been gong on over the port- 
folio of Overseas Territories, Dr Jonkman, its present occupant, 
an extreme right-wing Labour man, has been iil for a constder- 
able time, and during his absence from office Dr Beel, the Catholic 
Prime Minister, acted for him. But what lies ahead ? 

Dr Beel seems to have thought of taking over Overseas Terri- 
tories himself, whilst shifting Jonkman to a new, less exacting 
portfolio for “constitutional reconstruction.” The Labour Party 
intimated, however, that such a step would end the delicate balance 
between Labour and the Catholics in the coalition, and would be 
unacceptable to them. 

A second possibility was that Jonkman should either remain in 
full charge of Overseas Affairs or resign definitely in favour of 
another—and possibly more. radical—Labour Minister. 

As nearly always happens in such situations, a compromise 
solution is most probable. It is said that Jonkman is to remain, 
officially, Minister for Overseas Territories ; but Dr Beel, who has 
recently been relieved from his departmental duties for Home 
Affairs by the appointment of a new Catholic Minister, will from 
the’ Prime Ministex’s office exercise considerable influence on the 
Indonesian. policy of the Government... In_.order..to. make this 
quatre-mains even less burdensome, two “Government commis- 
sioners ” (under-secretaries) will be appointed to look after special 
sections of the Indonesian, and perhaps also the West Indian, 
questions. It is said that, in accordance with the compromise 
nature of the solution, “neutral” persons are to be appointed to 
the rwo new posts. ie 

Now, three months after the beginning of military yer 
on July 20th, the Dutch Government is, still, looking 
the cat will jump. So far the:cat.does not jump. In some quarters 
it is even said there is no at. 
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AMERICAN SURVEY 





Special 


ICTORIES for statesmanship over politics are rare 

enough to be worth applause even if they appear to be 
belated, as Mr Truman’s decision to call a Special Session 
certainly appeared to anxious Europeans to be. It is doubtful, 
however, whether anything would have been gained by making 
the announcement sooner, although even in Washington there 
were many who were beginning to despair. If the President was 
in fact determined to act sooner or later, there was everything 
to be gained from calling Congress for the first possible moment, 
but delaying the call until the last. 

Mr Truman has maintained all along that the effects on 
European morale—and on the Administration’s long-term plans 
—would be worse if a special session refused his programme 
than if he never called it. There is no way of limiting the 
subjects that Congress can debate when called into session. A 
Republican Congress could, if it liked, refuse to consider the 
measures for which a Democratic President had called it 
together, and go on a spree of tax reduction and labour-baiting. 
The President therefore had to be certain of two things before 
taking the risk. He had to have his legislation ready for 
Congress when it met and he had to have some assurance that 
it would be considered. There had also to be some sign that 
the Marshall Plan was a practical proposition—that there was 
the firm ground of recovery on the other side of the gap the 
.. @nited States was being asked to stop. This could only come 

after the Paris Report had been examined and digested and when 
the talks with Sir Oliver Franks and his technicians had shown 
that it was a genuine plan with a bone structure able to carry 
the flesh of American aid. Before he could know whether 
Congress would be prepared to discuss the European recovery 
programme and that it had a reasonable chance of success, 
Mr Truman had to wait until 215 peripatetic Congressmen had 
returned from collecting their own evidence. The President’s 
proclamation of a special session is thus a sign of confidence in 
the work of the Paris Conference and an announcement that 
the Congressmen who went and saw also learned. 

November 17th is the day when action begins, but no one 
knows how it will develop. The Administration will request, 
in all likelihood, something over a billion dollars for stop-gap 
aid, on the assumption that the gap will end on March 31st: 


some $642 million for France and Italy, and about $430 million ‘ 


for the occupied territories. It is also expected to submit to 
the Congressional committees and then to Congress estimates 
for the first year’s working of the Marshall Plan itself, thought 
to be in the neighbourhood of $7 billion. 

Relief is a simpler and more popular project than recovery, 
and there is no reason to doubt that the funds will be voted to 
keep Europe from starving and freezing this winter, though 
they may not arrive in time for Christmas. For Mr Truman 
sprang a surprise in his proclamation by coupling the need for 
stop-gap aid with the equally urgent need for legislation curbing 
high prices, and there can be no firm pledge, but only a hope, 
that the Bill to provide aid for Europe will be given priority 
over the domestic cost of living, which most Americans regard 


**‘AMERICAN SURVEY "’ is drawn from three 
sources. Articles described as ‘‘ From Our US Editorial 
Staff'’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
are .; [i 
without is prepared in London. ; 





Session 


as their most pressing problem. The “startling price rises” 
which the President pointed out were causing hardship, include 
a 40 per cent rise in the cost of food since mid-1946, and 
18 per cent increases in the retail prices of clothing and house- 
hold furnishings. 

Throughout the spring and summer, the Administration has 
clung desperately to the belief that an already top-heavy boom 
was on the point of collapsing beneath its own weight, and that 
any drastic measures to curb inflation could only bring about 
a decline in productivity which would be worse than the boom 
itself. Now the trend of banking and industrial opinion is 
changing fast, and it is becoming quite evident that fresh 
controls of one sort or another must be imposed within the next 
few weeks if the situation is not to reach a stage where nothing 
at all can be done except to wait for an inevitable crash, 
President Truman in his proclamation gave no precise indication 
of what the domestic steps would be, but there can be little 
doubt that his Message to Congress will embrace most of the 
steps advised by the Council of Economic Advisers at the 
beginning of October; retention of tax revenues at present 
levels, tighter regulation in the commodity markets, extension 
of export controls, and the imposition of new priority and 
allocation powers for key materials. The Council is known to 
hold the view that the foreign aid programme is not the primary 
cause of the inflationary movement, and, moreover, that what- 
ever may have been true in the past, it is now prices that are 
leading wages, rather than the reverse, so that, given an attempt 
to hold the price line, there is no case for controls on wage rates. 


* 


The President is unlikely to press for more than a return to 
indirect controls and the powers granted in the Second War 
Powers Act. At a press conference recently, Mr Truman created 
a small sensation by denouncing price controls and rationing 
as “ police-state methods.” This was a political mistake from 
the point of view of those Democrats who wish to fight the 
battle of price control all over again, and it is also a quite 
untenable thesis, but it suggests that Mr Truman has digested 
‘the lesson of a recent Gallup poll that 68 per cent of the 
American people disapprove of a return to rationing to save 
food for Europe. This is a sharp reversal from a similar poll 
last year in which 65 per cent were willing to return to rationing. 
Even so, the political battle on the price-control programme 
threatens to be bitter and prolonged. Any programme to curb 
prices in an election year is bound to revive the old controversy 
of which political party is chiefly responsible. Is it the 
Republicans for destroying price control last year? Or is it 
the Democrats for sponsoring foreign aid and turning a blind 
eye to the consequences of wage increases ? Last week Senator 
Taft suggested that the chief issues in the 1948 campaign might 
well be high prices, the issue of more or less Federal govern- 
ment interference, and foreign relief. The President’s anti- 
inflation programme, which embraces all three, may thus 
inaugurate the official opening of the 1948 campaign; the 
Republicans are likely to have their own prescription for the 


has constantly resisted efforts to impose i control on its 
progtamme of plant and while a number of its 
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request of the President, an attempt has been made to curb 
speculative activity by the increase of margin requirements, but 
any suggestion of the creation of a body with powers over the 
commodity markets equivalent to those of the Securities and 
Exchange Commission over the Stock Exchange will be met 
by the united resistance not only of the commercial interests, 
but the farm producer organisations as well. 

An anti-inflation programme, overdue from the domestic 
point of view alone, is equally essential for the sound economic 
and political functioning of any long-term programme of foreign 


Low Prices 


(From Our US 


NFLATION and boom are abounding in the American 
economy in every seotor but one. Commodities are dear, 

many unprecedently so ; housing is exceedingly high in cost ; 
the size of incomes in dollars is unparalleled ; profits are very 
large ; entertainment and travel are decidedly costly; bond 
prices are very high and their yields very low. The one major 
exception is the price of American industry, which prepon- 
derantly supplies the country’s goods and services and is the 
source of employment and markets. The valuation which 
American investors place upon American business is distinctly 
less optimistic than the price which American buyers are placing 
on everything else. This is not according to the traditional 
pattern or the popular concept of booms and is indeed one of 
the most peculiar aspects of the current American scene. 

This low evaluation of American business is not a momentary 
condition in a fluctuating stock market. It has now, persisted 
for more than a year—and has become steadily more pronounced 
during that ime, The market for industrial stocks made a high 
since 1937 in the spring of 1946 and was about 1§ per cent 
below that high at the beginning of October. While the present 
prices are somewhat above the lows of last spring, earnings and 
dividends have been rising substantially, the latter being about 
20 per cent above a year ago. : 

But the peculiarity of the present condition is more clearly 
visible in a longer perspective, An avetage of representative 
good industrials is now priced at a little less than ten times their 
annual earnings, which is about the same. as at the bottom of 
the three year decline in stock prices in 1942 and at the bottom 
of the drastic 1937-1938 break, The evaluation of earnings was 
much higher than this rate at major market peaks: prices were 
16 times earnings at the end high of 1946, and 19 times earnings 
at the high points reached in 1936, and in 1929. 

All dividend paying stocks on the New York Exchange provide 
an average return on current prices of close to 6 per cent, thus 
being priced about 17 times dividends, while at the high of. last 
year prices were, in the average about 30 times dividends. The 
decline in the past year has been greater in magnitude than any 
in this century, except for the one from. 1929 to 1932. The 
present level is far below that which prevailed in 1939, from mid 
1933 to mid 1938, during the latter 1920s, and virtually the 
whole period from 1900 to 1913. Furthermore, dividends con- 
stitute a somewhat smaller ion of earnings than has been 
customary: stockholders are being paid somewhat less than half 
of earnings, while the rule has been somewhat over half. While 
the average yield on all listed dividend paying stocks is nearly 
6 per cent, many investment.quality issues provide 43 per cent 
to 5} per cent. , 

But the meaning of earnings and yields on stocks needs to be 
put not only in a time perspective; but as well in an “ alternative 
use of funds ” perspective. The most seaie dese we alter- 
native investment is bonds—and bond Crane ite the on 
ise, are exceptionally low as a result of prolonged easy money 
generous in themselves, are historically in 


terms of bond yields: Yields om good stocks are more 
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than 14 per cent in excess of those on good corporate bonds, 
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relief. The Marshall Plan is most vulnerable politically on the 
score that it fosters scarcities and high prices at home. Mr 
Truman has had the courage to ask Congress in its special 
session to approve not only the financial cost of stop-gap aid, 
but the moderate programme of domestic restraints which’ are 
the true economic price of America’s foreign policy. The 
Administration’s plans must be ready by November roth when 
the Congressional committees meet. All that will be needed 
then, as the New Yorker says, is “ the proper mixture of charity, 
austerity, and prosperity.” 


for Shares 
Editorial Staff) 


and 0.75 per cent at the high in 1937. To measure it differently, 
the rate of carnings.on good stocks at present, relative to the 
yield on good corporate bonds, is higher than it has been at the 
lowest market price in any calendar year of peacetime since 1908. 

Still another perspective suggests relative cheapness. The 
market prices of today are substantially below the valuations 
shown by the accounting statements of the corporations in a large 
Proportion of cases: differences of 25 per cent to 40 per cent 
are not uncommon. Yet after the extensive squeezing of water 
out of capital structures in the 1930s and the rapid depreciation 
during the war and recent years of high earnings, these book 
values which the market is so greatly discounting are probably 
the most conservative in‘all history, > But, in addition, com- 
modity prices are ingh so that the cost to reproduce present plant 
and equipment at current prices is -very substantially in excess 
of the depreciated valuations shown by. company books. 

Why these low valuations are placed on business. is one of the 
most perplexing questions for analysts of the American situation, 
Three widely differing explanations are offered. 

1. A slump in business is coming which the market even at 
these levels has not discounted. ‘Fixed costs of business are very 
high and will prove very stubborn to’ change, so earfings will 
melt away much more rapidly on decline in volume than in 
past experience. Profits are inflated by gains being taken on 
goods acquired at lower prices, which will give way to inventory 
losses... A low, evaluation of earnings is to be expected under 
present conditions, and existed in 1919.and. 1920 when con- 
ditions comparable as. to commodity prices prevailed. . Repro- 
duction costs will look very different when the slump comes and, 
regardless of book values, property is worth only what it will 
earn over a period of years. World affairs are ‘moving rapidly 
in a direction basically deflationary. The view ‘that the market 
is cheap is an illusion which arises from being too literal-minded 
about figures. 

2. Present prices adequately discount afy readjustment which 
is tocome. The readjustment will be small at worst, because of 
vast. unsatisfied demands. internally backed by the enormous 
money supply. Conditions. abroad are at a crisis, and’ with 
American aid and improvement from ex ing efforts in other 
countries will before long look better ; in the run foreign 
demand for American products is very large. The price level 
remains high and existing business at depreciated values ‘will 
for a long period of years have a t competitive advantage 
over new plant and equipment. statistically low valuation 
of Américan business represents an extreme and invalid fright — 
psychology ; foreign liquidation may also be a temporary factor, 

3. The United States is suffering from.a.serious shortage of 
funds available for equity investment. While aggregate saving 
ate adequate, the savings-investment. 1 stad 
warped. The long continued extremely 
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Savings preponderantly now arise from the lower and middle 
income groups, which entrust them to fiduciary institutions 
prohibited by law and custom from equity investment. 
Egalitarian and high consumption economics, therefore are 
inexorably shutting off the sources of the funds for equity 
investment. Business cannot be dynamic on loan capital, and a 
deepening shadow is being cast over the future of American 
enterprise. 

These explanations are, of course, not mutually exclusive, 
and they appear in various combinations. But they are different 
in nature: the first two are essentially shorter term, the third of 
a more enduring and pervasive character, of the type suggested 
by Sir Henry Clay at the University of Pennsylvania early this 
year: “ The so-called capitalist system, so far from failing, has 
been almost too successful in the interests of its own survival ; 
it has encouraged the great mass of our population to believe 
that the increase of wealth is easy and inevitable, and depends 
no longer on incentive and appropriate orgamisation, .. .” 

Whatever judgment may be passed on the merits of the first 
and second, the third clearly has considerable validity and is 
the important one regarding the future role and quality of this 
economy. Either this country will presently have a slump or 
it will not, and the market will go up or down in the short run. 
But the constriction of that part of saving which has made this 
economy so dynamic needs te be cured by public policy and 
action primarily in the area of tax structure and fiduciary 
regulation and operation. If egalitarian taxation is pera 
despite its dangers, it must be compensated by new fiduciary 
institutional methods—or by outright public entrepreneurship. 


American Notes 
New Monetary Controls ? . 


Towards the close of September, Mr Marriner Eccles, the 
chairman of the Board of Governors of the Federal Reserve 
System, launched an unusually outspoken attack on the lack of 
direction in national economic policy. His speech contained no 
explicit demand for reconsideration of the new credit control 
powers sought by the Board a year ago (and subsequently 
ignored) but Mr Eccles did declare, quite bluntly, that the 
Reserve system is now quite powerless to restrain the inflationary 
tide. 

Most observers assumed that, even at this stage, the speech 
would not receive any particular degree of consideration. But 
the pace of events in recent weeks suggests that Congress may 
fairly soon be forced to consider whether or not the restoration 
of more traditional controls over demand and purchasing power 
contain some advantages which cannot at this stage be ignored. 
It is true that the Treasury has in recent months sanctioned a 
timid retreat from the unprecedentedly low money rates estab- 
lished by the wartime pattern of finance, and is now willing to 
permit this retreat to continue to a point where yields on short- 
term Treasuries may discourage the commercial banks from 
further heavy purchases of long-term maturities. 

This procedure, however, has quite clearly failed to arrest the 
cumulative expansion of credit. recent weeks, the total 
of the loans and investments of the commercial banks has been 


has resulted in gold imports which have raised the monetary gold 
ee ee ae ene Sen asin 

touched early in war. These balances ide 
reserves on a dollar-for-dollar basis, and are capable, ne pet 
resefve requirements, of it expansion ranging from six to 
ten times as great as the newly created reserves. The commercial 
banks, meanwhile, have on hand abundant supplies of shorter- 
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. term Treasuries which can be turned over to the Reserve system 


as an additional base for credit expansion, and unlike earlier 
periods of inflation, they are not generally subject to the check 
imposed by being already in debt to the Reserve system. And 
while, in theory, the Reserve Board could reverse the process 
by sustained and heavy liquidation of Federal securitiés, it has 
held consistently to the yiew that any such process, drastic enough: 
to break the boom, would bring not only a general collapse in 
the securities markets, but serious injury to the level of industrial 
activity. 

At this stage, the situation may rightly be termed explosive 
because, in the absence of special controls, gold imports may be 
expected to swell bank reserves by further substantial amounis, 
while the cumulative process of inflation demands steadily more 
accommodation in order to finance inventories and provide 
working capital for industry. In calling upon Congress for new 
powers, the Board may now be willing to relinquish demands for 
overall powers over the commercial banks which brought such 
controversy a year ago, But a simple reinforcement of reserve 
requirements, coupled with provision for much greater flexibility 
in administration might be sufficient to restore some sort of 
order. The collapse of an earlier post-war boom showed quite 
clearly that it is by no means essential to insist upon a drastic 
deflation of banking credit in order to bring a salutary correction 
of price levels over the wider industrial field. 


x * * 


Labour’s Political Drive 


_ The convention of the Congress of Industrial Organisations 
this year was e for the firm hand with which Mr 
Murray handled the left-wing, playing the trump card of Mr 
Marshall’s speech to align the CIO with the American Federa- 
tion of Labour on aid to Europe. But the Taft-Hartley Act 
inevitably constituted the main business of both the labour con- 
ventions. Present compliance, made easier by the retreat of the 
Labour Board on the issue of anti-Communist affidavits, is to 
be coupled with political defiance. The reaction of both federa- 
tions is on parallel lines—which by definition never meet. Not 
even the “slave labour Bill” has buried the hatchet between 
the APL and CIO. 

Both organisations have repudiated the suggestion that they 
Should form or support a third party, thus finally taking the 
reality out of Mr Wallace’s repeated threats of secession from 
the Democratic party. But political ill winds have led the AFL 
to set up a body similar to the CIO’s Political Action Committee, 
to be known, more discreetly, as Labour’s Educational and 
Political League. Both organisations are conducting vigorous 
drives for campaign funds. The AFL has levied an emergency 
assessment of a cent a week on its members and increased its 
monthly per capita levy in a drive to raise a million dollars. 
Under the Taft-Hartley Act, organisations like the PAC are 
immune from the ban on political contributions by labour, but 
this does not necessarily mean that they can b2 nourished by 
compulsory assessments on union members. Senator Taft has 
seen denounced the compulsory scheme as a violation of the 

ct. 

Both the AFL and the CIO are publicly pledged to defeat every 
member of Congress who voted for the Taft-Hartley Act and to 
bring out a record vote to guarantee a Congress sympathetic to 
labour in 1948. The AFL has already endorsed Mayor 
Humphreys of Minneapolis for Senator Ball’s seat. The 1946 
campaign, in which the total vote totalled only 35 million, has 
given the unions a costly lesson, and 1948 will see labour ringing 
door-bells on an unprecedented scale, It would be a mistake to 
underrate the influence of organised labour, divided as it is, under 
so strong a spur to political action as the Taft-Hartley Act. But 
in a$sessing its potentialities, it must be remembered that only 28 
of the 68. Senators who voted for the bill are up for re-election 
in 1948, and only a on of these are from States where 
labour is strong. And-of the 331 Representatives on the union 
black list, many come from seats beyond labour’s reach. 


* * * 


How Red is My Movie ? 
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CANADA 


World Market Place 


Attend the 
CANADIAN 


INTERNATIONAL TRADE FAIR 
Toronto, May 3l—June 12, 1948 


Follow the trade offerings of the world. Visit 
Canada in 1948. At the Canadian International 
Trade Fair, sponsored and directed by the Canadian 
Government, you will find the goods of many 
nations—hundreds of industries—on display. 


You can meet manufacturers, exporters, im- 
porters—buyers and sellers. You will get new 
ideas, find new products, make valuable contacts. 


Plan NOW to attend the Canadian International 

Trade Fair in 1948—or to send a representative. 
Full details, including information on transportation 
and accommodation, are available from— 
LONDON: R. P. Bower, Commercial Secretary, Office of the High 
Commissioner for Canada, Canada House, Trafalgar Square, S.W.1. 
LIVERPOOL: M. }. Vechsler, Canadian Government Trade 
Commissioner, Martins Bank Building, Water Street. 


GLASGOW: G. F. G. Hughes, Acting Canadian Government 
Trade Commissioner, 200 St. Vincent Street. 


DEPARTMENT OF TRADE AND COMMERCE 


OTTAWA CANADA 
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NEw YORK TRUST 
‘COMPANY 


100 BROADWAY, NEW. YORK 


COMPLETE 
INTERNATIONAL 
BANKING 
FACILITIES 


Capital Funds 
over $60,000,000 


EAST or WEST— Around the World 


OW you can fly by Clipper, East or West, 

to the United States—by way of India and 
Hawaii to San Francisco, or straight across the 
Atlantic to New York. In the whole history of 
aviation, this is the first round-the-world, single- 
carrier, regularly-scheduled air service. Flying- 
time for the whole route is less than 100 hours! 
Stop-overs easily arranged. All planes used are 
4-engined Clippers. 

cd * * 


For information consult your travel agent, 
or our general agents, U.S. Lines, 
Arlington House, Arlington Street, 
Piccadilly, S.W.1 (REGent 7292), For 
Clipper Express (Air Freight), 50 Pall 
Mail, S.WA (WH ltehall 3311). 
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be able to inseribe over his door, “ Through these portals have 
passed the most beautiful Reds in the world.” It is hafd to 
believe he would have brought the same gusto to less glittering 
fellow-travellers. The industry has been brought to judgment 
on a charge of having suffered Gommunist infiltration ingo its 
ranks ; or rather it has beem pre-judged and convicted, for Mr 
Thomas came equipped with a Tist of 79 prominent personalities 
alleged to be subversiye—all the way from Charhie €haplin to 
Donald Duck, presumably. 

Hollywood, which in recent years has closed its ranks so effec- 
tively against the charge of corruption of public morals, has 
split wide open at thé sight of Mr Thomas’s witness stand. Stars 
who might reasonably be expécted to be sated with publicity have 
tumbled over each other to denounce, without a shred of evidence, 
long lists of their fellow workers as Communists. (You can kind 
of smell a Comnaunist, said one witness.) ‘This is licénsed slander 
on the grand scale, from which there is no recourse, for witnesses 
testifying under oath are protected by Congressional privilege, 
and their victims are barred from cross-examination, as well as 
from legal representation, 

Hollywood, no doubt, has its share of “ surtax-paying ” pinks. 
What no member of the committee has dared to suggest—lest 
the whole investigation be dissolved in one great shout of public 
laughter—is that they have ever succeeded im getting the party 
line on to celluleid—which would surely provide the only excuse 
for such an investigation, Casting a banker as a villain is not, 
as one member generously conceded, necessarily evidence of 
enmity to the American way of life. The doubt, however, raises 
the spectre of an even grimmer strait-jacket of ideas than that 
which the industry has voluntarily adopted to safeguard its box- 
office receipts from the ire of organised pressure groups. 

Where the Committee may have made a serious mistake is in 
the suggestion that the industry should make a quota of anti- 
Communist pictures, as its contribution to the American way of 
life. Mr Johnson and Mr McNutt, president and counsel! to the 
Motion Picture Association, have been quick to raise the issue of 
the freedom of the screen, and to poiat out that it is a short 
step from films to radio, the press, and books. This is a discredit- 
able performance from first to last. 

. . . 


Construction Recovery 


A glance at the business record suggests that the reinforce- 
ment of what has become known as “ boom psychology” during 
the last two or three months has been quite largely due to an 
unexpected revival in consteg¢tien contract awards. Although 
dollar values for 1946—$10 billion—made quite an. impressive 
showing, the physical volume of construction was not significantly 
larger than in 1939, despite a tremendous increase in national 
income and general productivity. The Department of Commerce 
at first suggested a total of $15 billion for 1947, but awards were 
sluggish through the Spring, and the half-year’s dollar total, at 
$§.3 billion, showed relat liatle change. The Federal agencies 
were generally united im deploring high costs as ‘a restrictive 
factor, while the construction industry itself declared that pro- 
gress must wait on the abandonment of price controls, ‘priorities, 
and material allocations. J 

Controls were duly abandoned and rent regulations relaxed. 
And August and September were good months fer construction, 
with the dollar value for the first nine months of 1947 rising to 
$10.5 billion, against $8.2 billion for 1946. Recovery in this field 
has been marked by a belated spurt in residential building, and 
the year’s total will certainly be very much better than the 1946 
record of about 450,000 permanent units, In view of the shortage 
of materials and manpower, the failure of the building boom to 
attain the predicted levels earlier in the year is certainly far from 
catastrophic. But residential building usually falls away in late 
summer, and with other evidence suggesting that American in- 
dustry may lose some of the “ temporary props” to which Presi- 
dent Truman referred in his mid-summer report to Congress, 
there is an atmosphere of sore concern in trade reports from 
Washington. 

Building costs are now held to be at least double those in pre- 
war years. The late summer boom followed an interval in which 
it looked as though costs might be settling down ata new postwar 
level, but evidence in recent weeks suggests that some. basic 
material costs are higher again, and that labour is becoming 
— ee of the overall advance in living costs. Ir is 
true, of course, that building costs (in so far as they ; direcd > 
measurable) are not far out ¢ Pet ene ee 
sectors of industry, and it is ‘ aks , 
rising costs have coincided with ing volume of construction. 
But whatever may be the general trend of public opinion on the 
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duration of the industrial boom, there is an obvious reluctance g 
this stage to press forward with non-residential work, and fog 
home building there is an equally stern resistence to increased 
rental charges. In recent months, advancing wage rates have not 
kept pace with the general trend of prices, and the lower-income 
groups have been sharply affected. Because of rising populati 

it has been estimated that more than one million new resident 
units will Bi needed for several years merely to miaititan prewar 
standards which were by 20 means good over vast afeas of the 
United States. It is becoming imereasingly debatable whether 
the buildimg imdustry, as it is mow organised, will beable to sup. 
ply these needs and make its due contribution to national income 
when other demands on resources will be far less. urgent than 


they are today; 
3 * * * 


Taft’s Hat In the Ring 


Senator Taft has at last conceded what most Americans have 
suspected for some time: that he is a candidate for the Republican 
nomination for the Presidency. ‘This is Mr Taft’s third attempt; 
in 1936 he was defeated by Mr Landon and in 1940 by Mr Wendel] 
Willkie, after a bitter fight on the convention floor. Senator Taft 
has drawn from‘his tour of the Far West an encouragement not 
so perceptible to disinterested observers... Ac present it stil seems 
unlikely that he can ish more than prevent Governor 
Dewey’s nomination, with the aid of Mr Stassen and a handful 
of favourite sons, thus deadlocking the convention and throwing 
the nomination to some less familiar candidate. Whether that 
candidate might be Genera! Eisenhower is st'll an open question, 
The General’s position seems to be that while he will not cam- 
paign actively for the nomination—indeed he cannot unt'l he 
returns to civilian life ear.y in 1948—he would not refuse the 
honour were it thrust upon him. But the legend of the un- 
solicited draft is a myth convenient to politicians which has very 
little basis in politigal history. 

Regardless of Senator Taft’s convention chances, what he has 
to say is well worth study, for both by his unusual campaign 
candour and by virtue of his posit'on in the Senate, he not only 
has a determining hand in writing the gecord on which the party 
will be judged in 1948, he is shaping up the campaign issues, 
Other contenders may deptecate his initiative, but they cannot 
ignore it. Jin, his! latest speech he has) accused: the Administration 
of a “ riot of inconsistencies” in foreign policy, of selling the 
American tax-payer.down the river to. grant aid absgoad, and of 
harbouring such ‘a: hankering after “police-state” methods that 
they cannot make voluntary methods of food conservation work. 

Ms Taft's hat has landed in the ring at a moment when the 
cheering seems 10 be alj.on Mr Truman's side, . The dates; Gallup 
poll registers a strong Democratic come-back, with 56 per cent 
of those questioned saying they would vote Democratic today 
and only 44 percent plumping for the Republicans. In October, 
1946, the Democrats showed only 47 per cent support, the lowest 
point in sixteen years, th: Republicans 53 per cent. Yet this 
striking change’ since last autumn is itself a warning against giving 
too much importance to such early soundings. The knowledge 
that public. opinion at the moment is unfavourable is likely 10 
encourage the Republicans to create an issue where they may 
shine and so to embitter their campaign that bipartisanship in 
foreign policy becomes top expensive a luxury. 


Shorter Notes 

The Commodity Credit Corporation is now buying tobacco 
stock on offer at the present “parity” support level of 4oc 
per ib., and is expected to spend up to $25 million between now 
and January. The present crop is 1.3 billion 1b., and sales now 
total about 850 million ib. Unconfirmed $ suggest that the 
CCC may be prepared to store this tobacco until British buying 
is restored. A year ago tobacco prices were fully one-third higher 


than the present support level, 
kc =% - « & * 


Before an appreciative audience» of Dutch business men, Mr 
E. Schnellbacher, of .the. Iatelligence .branch of the Commerce 
Department, declared last week-end that to restore the “ dollar 
deficit” among nations abroad the United States would not cut 
down ners ye 6 billion to $7 billion, but wees — 
imports to $1 ion.” j of expansion, sai 
Schnellbacher, “-promised ett boa ; r : 
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Dollar Arithmetic 


es debate on the Address, and in particular the speeches 
of Sir Stafford Cripps and Mr Dalton, brought to light a 
wide array of new facts and figures bearing on the dollar gap 
in Britain’s balance of payments, The Chancellor helped to 
explain the past, with particular reference to the manner in 
which the dollars drawn from the US line of credit have been 
used. The Minister for Economic Affairs was mainly concerned 
with the future, with the plans made to narrow the gap, the 
likely size of the dollar deficit that will still be running at the 
end of next year, and the estimated size of the reserve of gold 
and dollars that will then remain available. 


The Chancellor’s account of the “dollar events” in the 
period July 15, 1946, to August 23, 1947, concerned itself solely 
with the analysis of US dollar expenditure. By excluding the 
Canadian dollar loan from his calculations the Chancellor veiled 
part of the problem under discussion. No serious distortion of 
the picture can, however, arise from this decision, because the 
dollars drawn from the Canadian credit have in effect been 
used almost entirely to meet the United Kingdom’s Canadian 
dollar deficit. Indeed, they have not been adequate to meet that 
deficit, and the Canadian Government have, since the ‘early 
months of this year, required half of the net payments by Britain 
to Canada to be made in US dollars. 


In accounting for the use of the US dollars drawn from the 
line of credit the Chancellor gave the following main heads of 
expenditure: — 


$ mr. 

Direct UK purchases from US. ....+.-4-5-- gross 1,800 

Less ditlar ettainey, 4.055} 0> vv ac poms pwientass 450 

net 1,350 

Direct UK purchases in rest of Western Hemisphere 960 

UK subscription to International Bank .......... 35 

fotal direct UK dollar expenditure ...+.-.,-.. 2,345 

Other sterling area purchases in Western Hemisphere 620 
All sterling area dollar purchases outside Western 

Hemisphere (mainly Europe) ..........4--6.--% 150 

3,115 


The total of $3,115 million falls short by $235 million of the 
amount of $3,350 million actually drawn from the line of credit. 
This difference was explained by the Chancellor as being the 
amount drawn before, but spent after, August 20th. It would 
have improved the factual presentation if the Chancellor could 
have subjected this figure to the same classification as he gave 
to the amounts actually spent before August 20th. There is a 
strong suspicion that by far the greater part of this $235 million 
was in fact drawn from the loan in order to meet convertibility 
demands lodged, mainly by countries outside the sterling area, 
on or about August 20th. If this be so, the figure of 
$150 million shown in the above table as that part of the loan 
spent outside the Western Hemisphere, mainly in Europe, may 
well have to be doubled. To that extent, therefore, the cost 
of convertibility is under-stated in the table above. Reserva- 
tions on this point do not, however, seriously affect the main 
outlines of the picture presented by the Chancellor. Even if 
the whole of the $235 million is added to the cost of converti- 
bility, the fact remains that 7o per cent of the dollars drawn 
on the credit were used for direct purchases by Britain in the 
Western Hemisphere. err Ee 

The other 30 per ceftt is equivalent 10°$1,000 million, or {250 


million. This is the maximum figure at which the “gap” ot 
“leakage ” can be put. Some of that £250 million represented 
duly sanctioned and planned expenditure. by sterling area 
countries, a burden which the authorities were evidently prepared 
to assume, Hence the criticism of the technical advice given 
to the Chancellor relates to a residual “ leakage ” of dollars whose 
magnitude hardly justifies these strictures, whieh the Chancellor, 
in his speech, diverted wholly to himself with a pointed gallantry 
which must surely have been meant primarily for . other 
Ministerial ears. 

There can be no quibbling about Britain’s direct expenditure 
of $2,345 million. There may be some criticism of the figure 
of $150 million.spent by all sterling area countries outside. the 
Western Hemisphere, mainly in Europe. A substantial part 
of the $235 million spent after August 20th may have to be 
added to this item, It is in this particular segment of dollar 
expenditure that the final spurt in drawings from the US line 
of credit must in large part be placed. The Chancellor 
pointed out that practically the whole of the dollar drain under 
this heading was concentrated in the last six weeks of converti- 
bility. During the second half of 1946 Great Britain actually 
acauired $40 million from these countries outside the Western 
Hemisphere, In the first half of 1947 they made a met with- 
drawal—but only of $35 million.. Yet between July 1st and 
August 31st they drew $150 million, a movement in which con- 
versions of sterling on Belgian account are known to have played 
a preponderant part. 

In trying to exonerate the countries outside the Western 
Hemisphere from serious blame in the convertibility drain on 
sterling, the Chancellor pointed out that during the period from 
the middle of 1946 to the suspension of convertibility the total 
sterling balances of all these countries, in Europe and. else- 
where, increased by about £70 million.. This revelation, how- 
ever, is not as reassuring as might at first sight appear. It is 
known that some of the countries in question, notably France, 
increased their sterling balances, partly asa result of sales of 
sterling securities, the proceeds of which have not been regarded 
as convertible sterling. It is probable that a more: detailed 
analysis of the movements in these sterling balances would 
reveal that one or two countries have in effect drawn their 
balances down appreciably in order to convert them into: doliars. 

The dollar expenditure of sterling area countries other than 
Britain—namely, $620 million—must be viewed in conjunction 
with the Chancellor’s somewhat more detailed exposition on 
the running down of sterling balances held by these countries 
between July 1, 1946, and August 31, 1947. The total reduc- 

tion for this group of countries was {230 million, of which 
India accounted for £135 million, Egypt and the Sudan fox 
£40 million, Ceylon £25 million and Australia £25 million, 
It should immediately be added that as regards Australia the 
decrease was almost.wholly attributable to the generous gift of 
£20 million to the British Government. Ther€ were no sub- 
stantial capital items, such as repayment of sterling obligations, 
to account for the running- down of sterling area countries’ 
sterling balances.’ Itmay therefore be assumed that the figure 
of £210 million (allowing forthe Australian gift) measures the 
extent to which these balances were run down as a result of 
drafts on the sterling area dollar pool and by “unrequited ” 
exports to them by other: sterling area countries... Since the-nef 
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drawings from the pool amounted to $620 million, or 
£155 million, exports to these countries, financed out of accu- 
mulated sterling balances, would appear to have been in the 
neighbourhood of £55 million over this period. 

It is on this figure of sterling area drafts on British resources 
and reserves, whether through “unrequited” exports or net 
drawings on the dollar pool, that the main criticism of past 
policy must fall. The authorised releases of sterling balances 
which made the net drawings on the sterling area dollar pool 
possible, and the extent to which the running down of these 
balances was allowed in payment for sterling area exports to 
countries like India and Egypt, must in retrospect appear over- 
generous and certainly excessive when related to all the other 
strains to which Britain’s balance of payments and the central 
dollar and gold reserve were being subjected. But the motives 
which prompted the decisions about these releases were matters 
of high policy rather than of technique, and the blame for them 
must be apportioned in appropriately high quarters. 

The Chancellor gave some detailed figures to illustrate the 
fact that the running down of sterling balances was no criterion 
of the drafts made by the country concerned on the sterling 
area dollar pool. In the case of Ceylon the reduction 
of £25 million in sterling balances between July, 1946, and 
the end of August, 1947, was accompanied by a net payment 
into the dollar pool. Only £40 million out of India’s sterling 
draft of £135 million could, “even on the most pessimistic 
reading of the position,” be attributed to drawings on the dollar 
pool. In Egypt’s case, only £10 million out of the {£40 
million reduction im sterling balances could be. similarly 
explained. In explaining these figures, the Chancellor pointed 
out how difficult it was to distinguish between dollars earned 
by the conversion of currently earned and of accumulated ster- 
ling. This distinction, however, is surely equivocal. In so far 
as India, for example, used her current sterling receipts for 
conversion into dollars, she undoubtedly diminished the extent 
to which she had to dip into accumulated balances. in order to 
obtain dollars ; but to that extent she ran down her balances in 
order to pay for imports from the rest of the sterling area. In 
other words, to the extent to which India abstained from draw- 
ing on sterling balances to finance her dollar deficit she increased 
her “ unrequited imports ” from the United Kingdom and other 
sterling area countries. The Chancellor’s contention, therefore, 
that India and Egypt between them drew on the sterling area 
dollar pool by using their accumulating sterling balances to the 
tune of only £50 million is not particularly impressive or 
relevant. ivioreover, that figure of {50 million, or $200 million, 
is not easily reconcilable with the much firmer figure of 
$620 million, which is the amount by which the sterling area 
countries other than the United Kingdom drew on the dollar 
pool. 

Another complication in analysing details of sterling area 
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expenditure of dollars is introduced by the fact that during the 
period in which the sterling area countries drew the $620 million 
net from the reserves, they handed over to these reserves rather 
more than $400 million of gold. The bulk of thi : 
$350 million—came from South Africa. For purposes of his 
calculations the Chancellor did not include this contribution 
in the net drawings on the loan. The greater part of the gold 
in question was presumably added to the metallic reserve, which, 
as was earlier announced, rose in 1946 by over £60 million to 
a figure of £642 million, from which there has been an appre: 
ciable decline. By keeping the arithmetic of the dollars obtained 
by sales of gold separate from those obtained from the line of 
credit many uncertainties are raised. The complete picture of 
the dollar expenditure cannot be presented without taking into 
account changes in the gold reserve ; and on that there is no 
up-to-date information. But it must be admitted that to have 
credited the proceeds of the $400 million gold sales to the 
sterling area transactions with the dollar pool—a procedure 
which would have reduced to a mere $220 million the net 
drafts on dollars by sterling area countries—would certainly have 
made the present confusion worse confounded, 


So much for the past. What of the present, and of the 
prospects for 1948 ? On current and future events it was 
Sir Stafford Cripps rather than Mr Dalton who offered the 
greater information. The Chancellor, however, announced in 
his speech that the drain on our gold and dollar resources, 
which averaged $150 million a week in the four weeks to August 
23rd and touched its climax on $237 million in the last of those 
weeks, has been running “ in recent weeks ” at about $70 million 
a week, 


On present plans the dollar deficit of the sterling area as a 
whole will still be running at the rate of $20 million a week or 
£250 million a year by the end of 1948. It was Sir Stafford 
Cripps who detailed the various measures by which this reduc- 
tion is to be achieved. He estimated that, if no further steps 
were now to be taken, the dollar deficit of the sterling area for 
1948 would be at the rate of £475 million. The British con- 
tribution covering the difference of {£225 million between this 
figure and the £250 million at which it is expected the deficit 
will still be running at the end of 1948 includes the following 
items ; increased exports to dollar countries, £45 million; 
reduction in raw materials imports, {£25 million ; saving on 
overseas Government expenditure, {10 million ; reduction in 
manufactured imports from the United States, {10 million ; 
supplemental reduction in raw materials programmes (mainly 
steel and timber), £25 million; tobacco, {10 million. The 
cuts in imports on this list amount to £80 million. They are 
rather optimistically rounded off by Sir Stafford by the addition 
of “ bits and pieces” to a total of “rather over £100 million.” 
Adding to this the £45 million from increased dollar exports, 








oY CHRISTIANIA BANK 


ZeS 0G KREDITKASSE 
OSLO 


Established 1848 - 









Every banking facihty 


Paid-up Capital and Reserves - Kr. 43,000.00 














ga=acg@we Ss < S 


sa oR 


ors oS 


— a «3 


ae an Ween atealtl”  all  l | l  e: e 








ge * 


PERESEE 


ebank? 


have 


F 


dure 


have 


d in 
rces, 


llion 


asa 
k or 
ford 
duc- 


teps 
| for 
con- 
ficit 
On ; 


1 in 
On 5 


The 


tion 





THE ECONOMIST, November 1, 1947 
and the £66 million cuts in dollar foods, a total-of £211 ‘million 


is reached—f{14 million short of the figure, a meagre 
measure of what is evidently expected of the other. members of 
the sterling area. 

If all these plans are realised, Sir Stafford Cripps estimated 
that there would be left at the end of 1948 gold and dollar 
reserves in the region of £270 million. This figure Sir Stafford 
Cripps described in a paroxysm of understatement as “a mini- 
mum, when it has to serve as reserve for the whole sterling 
area.” The effective minimum reserve, if the machinery of 
sterling payments is not to break down, is surely well above this 
figure. Whether the Government and its advisers wish it or 
not, sterling is still the currency of a large part of the world 
and London is still banker to the sterling area. Those func- 
tions cannot be performed on a reserve of £270 million, 
especially if, at the same time, the dollar deficit of the sterling 
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area is still running ata rate of £250 million, a rate which will 
swallow that reserve whole in just over twelve months, 
These two figures are, therefore, too bad: to be true, - Either 
they imply that the Government is still banking on Marshall 
aid or else they foreshadow still more cuts in imports and more 
diversion of production to hard currency export markets. Sir 
Stafford Cripps expects the global balance of payments of: the 
United Kingdom to be in equilibrium by the end of 1948. If 
within that equilibrium there is a continuing dollar drain ‘equiva- 
lent to {£250 million a year, either Britain will. be making 
“unrequited ” exports on that scale—which is inconceivable— 
or the dollar deficit will not in fact be a deficit, but will ‘be 
covered by surpluses with countries which as a result of Marshall 
aid will, in effect, be paying in dollars for their imports from 
sterling area countries: That is the big gamble on which the 
plans for balancing Britain’s payments appear to be based. 


Should Electricity Be Taxed? 


ocewtd Thursday week, Sir Stafford Cripps painted a grey 

picture of Britain’s economic difficulties in which he 
blended fact, exhortation and policy in honest and realistic terms. 
Yet on one question at least Sir Stafford seems to have been 
too impressionistic to be convincing. When he was dealing 
with the programme for electric generating plant, he declared 
that, apart from some trimming here and there, the programme 
was to be maintained with its present priority. He coupled 
this disclosure with yet another appeal to domestic consumers 
to exercise the very greatest restraint and care “even to the 
extent of occasional discomfort.” The decision to go forward 
with the full electricity generating programme suggests that the 
planners have not looked very closely at the factors behind the 
present inordinate demand for electricity. Instead they appear 
to have concluded that only by satisfying the domestic con- 
sumer’s demand can industry be preserved from cuts in supplies. 
The result is a programme of unprecedented capital expenditure, 
so that the maximum load which consumers would like to inflict 
upon the generating system can be satisfied, 

Last month the Central Electricity Board announced a five- 
year plan for the expansion of generating capacity which con- 
templates the provision of nearly 10 million kilowatts of capacity 
(the installed capacity at the end of 1946 was 11.3 million kw.), 
including 31 new power stations, at an estimated cost approach- 
ing £450 million. In July, the Ministry of Works gave priority 
for building and ‘civil engineering work valued at £75 million 
on power stations to be undertaken during the next two years, 
while site work is proceeding on 63 projects capable of housing 
plant with a capacity of. more. than 5,500,000 kw.—a_ figure 
which is little short of the Central Electricity Board’s programme 
of 5,900,000 kw. to be completed by 1950, The latest state- 
ment from the Electricity Commission of loans sanctioned for 
electricity purposes discloses that the total for six months to 
the end of September amounted to {54.2 million compared 
with total sanctions for. the year: to..March, 1947, of £44 
million. These are first instalments. and meanwhile the out- 
put of electricity generating plant will have to be built up 
to a rate which will satisfy the’ needs ofthe development 
Programme. The capacity of large steam generators produced 
in 1946 was $10,000 kw., of which 275,000 kw. was exported ; 
for the first half of 1947 output was equivalent t0'§20,000 kw., of 
which 240,000 kw, was sold.overseas. - "- 

These figures give some hint of the burden, votiieh the country 
with Government support,’is. assuming in, the electricity pro- 
gramme. On the present facts.of the situation a simple case can 
be made for the programme.’ Any competent statistician could 
exterid into the future the trend-line of demand on generating 
capacity (making due allowance for plant which is rapidly be- 


coming obsolescent) and the result would not differ. materially 
from figures which the CEB and the Government.are using as 
the basis for their plans... The question which never seems to 
be asked, however, is whether the recent trend of demand—and 
in particular of domestic demand—is a reasonable basis on which 
to calculate future requirements for electric plant. Yet there is 
every. indication that the domestic consumer is using too much 
electricity because it is too cheap ; what follows in this article 
is an analysis of the character of domestic demand under present 
conditions and of the cost of satisfying it. 

During the war the demand for electricity was greatly ex- 
panded, owing to the growth of industrial activity and also to 
the shortage and increasing cost of house coal. The coal factor, 
coupled with increased personal incomes and virtually stable 
prices for electricity, has intensified the growth of the domestic 
load. The consequences are strikingly shown in the chart. Sales 
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of electricity to domestic consumers rose between 1938 and 
1946 by 109 per cent, compared with increases of 75 per cent 
in industrial consumption and of 70 per cent in all cases. More- 
over the share of domestic consumption expanded from 26.3 
per cent in 1938 tO 32.3 per cent in 1946, whereas industrial 
consumption ftemained virtually unchanged at little more than 
half of the total in each of the two years. 

Unfortunately no official figures are published of the average 
price per unit paid by domestic consumers. An attempt has, 
therefore, been made in the following table to give an estimate 
of the revenue per unit sold for domestic purposes, largely on 
the basis of consumption figures for 1937-38. This information 
is somewhat old, but it is thought that the estimate for revenue 
from domestic supplies should not be too wide of the mark. 


REVENUE PER Unit SOLD 


Year Domestic, etc.. Factories, etc. All Supplies 
TOG OE ees 5 0 1-5d. est. 0-655d. 1-04d. 
1945-46 2s. ees 1-4. est. 0-87d. 1: 13d. 
Variation % ..-. --7 +33 +8} 


The ‘figures suggest that, over the war period, domestic con- 
sumers. paid on the average 7 per cent less per unit, whereas 





732 

factory consumers paid one-third more than they did in 1938-39. 
It seems probable that in 1946-47 this fall in revenue per unit 
from domestic consumers and the rising average for -indus- 
trial consumers has continued. For the domestic consumer, the 
operation of two-part and similar tariffs has continued to reduce 
the average cost per unit as his consumption grows. Moreover, 
he is still protected by a war-time Government decision that 
domestic tariffs should be more or less “ frozen” by the Elec- 
tricity Commission. The main increase in the prime costs of 
electricity generation—arising largely from coal—has been 
shouldered almost entirely by industrial consumers who take 
supplies under agreements incorporating a “coal clause.” By 
an additional irony, the typical coal clause was not designed to 
cope with the great advance in coal prices that has occurred and 
has even led in some cases to a larger increase in the price of 
electricity to industrial consumers than is justified. 


* 


Between 1938 and 1946, the average cost of power station 
coal rose from 20s. 3d. to 45s. 3d. per ton and it is now 
approaching 50s. During the same period, the calorific value of 
the coal deteriorated by about 4 percent. In 1938 the coal con- 
sumed per unit sold was 1.63 Ib., and it cost 0.18d. per unit ; in 
1946 the coal consumed per unit had increased to 1.67 Ib. but the 
cost per unit had reached o.40d., and the recent increase has 
further raised this figure to approximately 0.43d. 

Here is a sharp contrast with the figures in the table on page 
731. While total revenue per unit sold rose over the war years by 
less than one-tenth of a penny this was less than half of the in- 
crease in the cost of coal—to say nothing of increases in wages 
and materials. Higher costs of coal have been largely masked 
from the domestic consumer because the generating plant has 
been more intensively used. The grid system operated on a load 
factor of about 36 per cent in 1938 but in 1945, when load shed- 
ding had not reached serious proportions, it was working at 46 
per cent and in 1946 at 47 per cent. The last figure, however, 
is based on the demand which was actually met by the grid 
system and this was short of the estimated potential load by 
nearly 1,000,000 kw. Even so, if the load which was shed is 
taken into account, the load factor would still be as high as 43 
per cent. For the current year the corresponding figures might 
easily be as high as 50 per cent, and 42 per cent after allowing 
for load shedding. Whatever the figures may be it is clear that 
there has been a substantial improvement in the load factor on 
the grid system as a whole since 1938. 

But this is no: the whole story. Last winter nearly 2,000,000 
kw. of peak load were shed and when allowance is made for 
plant which is over-age, the total present deficiency of generat- 
ing plant, compared with the peak load, can be put at 3,000,000 
kw. or more. To instal capacity of this magnitude would cost 
at today’s prices £150 million. The total capitalisation of the 
entire electricity supply system in 1943 was no higher than £746 
million and total compensation to be paid to the industry under 
nationalisation will be no more than £550 million. 
the war, some part of the capacity which is now required 
would already have been provided, and it would now represent 
an effective charge upon the industry’s revenue. Instead the 
present revenue of the industry, which is satisfactory enough in 
itself, is based on an artificially inflated load factor (47 per cent 
instead of 43 per cent in 1946) and is only achieved at the 
cost of cuts in industrial power supplies. 

The electricity cuts and the huge programme of capital ex- 
penditure which is contemplated for the industry converge in a 
point of major public interest. The seasonal peak of electricity 
demand must somehow be reduced ; and at the same time, the 
development programme ought to be kept to the minimum 
which is compatible with sound long-term development. The 
matter is the more urgent because the spreading of factory loads 
(which in any case has other disadvantages) has not been con- 


But for ° 
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spicuously successful. The first need is to fix attention og 
domestic, shop and office consumption, for the latter groups, 
though described as commercial consumers, have turned .p 
electric space-heating no less than the first. The argumengy 
about domestic consumption which follow, therefore, apply gor. 
respondingly to other non-industrial groups. ‘fh 

Most domestic consumers are now supplied under ' 
tariffs which comprise a quarterly fixed charge and a charge per 
unit consumed (sometimes stepped according to quantity) o¢ 
variable block tariffs in which there are two or three quarterly 
blocks of units at descending prices. The principle underlying 
such tariffs is sound, because it matches the structure of the 
industry’s costs ; the latter contain a high proportion of fixed 
charges which do not vary with the amount of electricity con. 
sumed per consumer. But even before the war there was an ogca- 
sional tendency to fix the unit charge (or the tariff for the last 
block) below the marginal cost of supply, on the ground that 
this would encourage consumers to take more current for cook- 
ing and water-heating purposes, which would tend to fall, at 
least in part, at off-peak periods. In effect, however, a dispro- 
portionately large load for space heating has been built up, espe- 
cially since the war, Owing to the scarcity and dearness of 
and the undue cheapness of electricity. At present prices. 
house coal, assuming an efficiency of 20 per cent for open grates, 
it positively pays the consumer to use electric fires so long.as 
the unit charge is not higher than about 0.62d—which is cer- 
tainly the case for millions of consumers. It happens thatthe 
coal-using efficiency of electric fires itself is of the order of.20 
per cent, so that no higher rate of coal consumption is involved 
by burning electric fires. But in present circumstances, to use 
heat via the electric generating system instead of burning coal 
direct on the grate means that factories are liable to be shut down 
and that large additions of plant are required to avoid the shed- 
ding of load. More serious still, an appreciable number. of 
supply undertakings still maintain tariff charges which are lower 
than the present cost of coal of 0.43d. per unit. 


x 


Clearly this is a fantastic situation. It could be remedied, in 
part at any rate, by an increase in charges per unit consumed 
by domestic and commercial consumers. But the accounts of the 
supply industry are, broadly speaking, balanced and the surplus 
of revenue would result from an increase in charges to domestic 
consumers could not very readily be left in the hands of the 
industry. Nor would a compensating reduction in the indus 
trial tariffs for electricity seem to be justified under present 
conditions. In principle it seems desirable to build up funds in 
anticipation of the extra charges that will be involved by the 
additions to generating plant—even if, as may be hoped, these 
are somewhat scaled down. A flat rate levy on all domestic 
and commercial charges would certainly go a long way to meet 
the case. If it were made in the form of a purchase tax and the 
proceeds specifically earmarked for capital expenditure so much 
the better. Doubtless, it would be necessary to allow each con- 
sumer a basic minimum reckoned per head or per square foot 
of his premises, and also a minimum quantity for electric cook 
ing. But there is certainly nbd justification at all for selling 
electricity so cheaply that the consumer escapes the extra cost of 
coal of 4d. per unit simply because the industry has so greatly 
improved its load factor as a result of lack of replacement and 
normal expansion of plant, and is forced to shed the load during 
the winter. This is sheer capital consumption. No argument 
has yet been advanced that a purchase tax on electricity is 
administratively unworkable; there is every reason, i 
present inflationary circumstances, that the electricity consumer 
should pay at least a fair price for his current, and should 
also make a sizeable contribution towards the replacement and 
expansion of plant’ which, but for the war, would already be 
reflected in his electricity bill. 
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Business Notes 


Red Herrings for Patriots 


Although an emergency Budget is to be introduced in a few 
weeks’ time, Mr Dalton is still convinced that his financial policy 
is in complete harmony with the Government’s wider economic 
policy. Indeed, in last week’s debate, he was “very proud of any 

he has had” in bringing about the relatively full employment 
which now exists. But even if a financial policy as lax as his had 
been desirable, is it really to be supposed that, in a phase of such 
acute and all-round shortages, the Chancellor would be entitled 
to any share in the credit for the high level of employment ? As 
usual, he “answers” his critics by first misrepresenting their 
criticisms or by “replying” to matters which had never been 
raised. For once, even Lord Hinchingbrooke knew better than 
the Chancellor by implying—which is certainly the fact—that it is 
for the level of “ misemployment” that financial policy may now 
take the credit. And Mr Butcher, too, came near the hard core of 
truth when he upset Mr Dalton’s lyrical contrast between full 
employment today and bleak unemployment before the war by 
remarking that in those days we had more than one ounce of bacon 
each week. It is a commentary upon the growing discomfiture 
of the normally self-possessed Chancellor that he thereupon mixed 
metaphors as well as logic by calling this—a red herring. 

Ever since the extravagances of the cheaper money drive pro- 
duced their inevitable reaction in the market—so that. the 
authorities themselves no longer dare to use the sheer weight of 
their resources to push prices to the levels Mr Dalton would like 
to see—the best he has been able to do has been to reiy upon 
spasmodic appeals to whar he regards as patriotism. The specula- 
tors, as recent experience in the market has shown, are no Jonger 
the whole-hearted collaborators which he found them to be in the 
phase of shameless bludgeoning last year. So the campaign, 
lacking both ammunition and lusty mercenaries, is lifted to the 
high moral plane of a national crusade. 

Mr Dalton now tries to identify the level of gilt-edged with 
“the national credit,” implying that the interest yield basis in 
this cosed capital market is a measure of Britain’s determination 
to meet her obligations abroad and of the readiness of the British 
people to buckle to and restore equilibrium by their own exer- 
tions. Obviously there is great virtue in genuine voluntary saving, 
and the Chancellor is not merely entitled but has a positive duty 
to appeal for the maximum response. But that does not mean 
he is entitled to expect people, on grounds of patriotism, to lend 

_ to the Government at any particular rate of interest which he 
chooses to name. The British people could discharge their whole 
patriotic duty simply by abstaining from spending. And if, having 
done so, they turned their backs upon gilt-edged and upon 
Savings Certificates, the Chancellor’s borrowings wou:d cost him 
only the 4 to § per cent which he pays to the banks or—in the 
most extreme case—simply what it costs to print new notes. In 
such circumstances, given only the required self-discipline, the 
national credit would stand incomparably higher than it does 
today, though the level of gilt-edged might be lower. Yet the 
economic journalists who point out these home truths are, in Mr 
Dalton’s judgment, “ bad citizens,” and the eminent dons who 
agree with them are “misinformed.” Their crime lies in 
demanding a financial policy which will help to reduce the mis- 
employment against which Sir Stafford Cripps and the whole 
apparatus of panning are so laboriously and rather unhopefully 
striving. 

* * * 


Can Exports be Directed ? 


_ The “planning” of exports has reached a perplexing stage. 
Sir Stafford Cripps last week, and Mr Harold Wilson this week, 
both emphasised the difficulties of even making a statement about 
the direction of exports—though that is, a mere. preliminary—set- 
ting up the elaborate system of new controls which direction 
appears to require. So far, the only recommendation which has 
come from the Government is the self-evident proposition that ex- 
Porters should concentrate on the dollar markets. But Sir Stafford 
suggested ten days ago that “ when our bilateral arrangements are 
further advanced, we hope to get a much more accurate, idea as to 
what exactly we can sell and where.” . This. may have a-negative 
value in preventing the shipment of an undue amount of so-called 

unrequited exports” but surely it will be. of. very. limited use 
for the expansion of exports to dollar markets, since it. is. of the 
4 bilateralism that trade should be switched to non-dollar 
channels, 


Successful bilateralism—as recent trade discussions have abund- 
antly shown—does involve the creation of administrative controls. 
sufficiently strong to ensure that the required British exports are 
shipped at the right time and in the right quantities to the other 
Party to the agreement. i appears to contemplate some 
form of control in this sense, “ when certain of the bilateral nego- 
tiations have made further progress,” for he has stated that coun- 
tries with which no agreement exists “ will occupy a much lower 
priority in terms of British exports.” It is difficult to interpret 
these words in the ordinary terms of export business and of a pro- 
duction process which takes time and the co-operation of large 
numbers of suppliers and manufacturers at each stage. Can these 
matters in fact be effectively controlled at all? Is it seriously 
supposed that the allocation of raw materials to firms “in accord- 
ance with their past export performance ”—with allowance for the 
beginners at the export game and the supporters who do not export 
directly themselves—can be made to work, at least without an 
immense Governmental apparatus? How much less promising 
would be an attempt to add a further layer of discrimination to 


the controls in order to favour exporters to hard currency copn- 
tries? 


If the Regional Export Committees, whose functions Mr Wilson 
described on Wednesday, succeed in solving these problems, they 
will have to show superhuman insight, flexibility and speed. Yet, 
six weeks after the export targets were originally announced, dis- 
cussions are still proceeding with certain industries in order to 
obtain agreement on them. It is, indeed, a heavy task to get 
through discussions with so many industries and sections of indus- 
try. The task of securing the performance of the promises which 
have been given by industry will be even more arduous, if the 
Government attempts it, 


* * * 


What Form of Aid ? 


With the US Congress about to begin its consideration of the 
European recovery programme, ideas as 10 the manner in which aid 
should be provided are beginning to clarify. Immediate assistance 
prov.ided independently of Congressional appropriations is being 
given by freeing looted gold and also by anticipatory purchases 
of European currencies by the US Army authorities. Both these 
will provide free dollars. There is, however, a danger that the 
large-scale assistance which may be provided with Congressional 
sanction will be far from free. There have even been suggestions 
that it may be provided not by financial grants but by allocation 
of specific tonnages of commodities. Where dollars enter into 
the recovery programme they are all too likely to take the form 
of rigidly tied loans. It is of course inevitable that a great deal 
of the goods required under a Marshall aid scheme must come 
from the United States. To that extent the assistance will in 
fact, if not in word, be in “tied” form. It also seems equally 
inevitable that the United States should exercise a close and 
direct scrutiny over the manner in which the dollars it makes 
available are spent. But it will be unfortunate if the whole of 
the aid appropriation is so earmarked and if nothing is left in 
the way of free dollars that might be used in order to re-establish 
some form of inter-European currency convertibility and so save 
from paralysis the pattern of multilateral trade within Europe. 


Reports from Washington also suggest that if the European 
recovery programme goes through, the administration will insist 
on mak:ng the recipient governmemts in Europe segregate the 
sums which they would normally pay for supplies from the United 
States. This, it is argued, would have a deflationary effect by 
compelling these governments to levy taxes for an equivalent 
amount. The funds so accumulated in local currencies would 
then be available for expenditure on. capital projects and other 
objects. sanctioned by the United States and the government 
concerned. The arguments that support a scheme of this kind 
are strong. Payment in local currencies would. undoubtedly: make 
European recovery programme far more acceptable tc Congress 
than it: would be if it- were a question of outright gifts. If 
the recipient countries paid in local currencies for zoods received 
from the United. States. this temptation to use the proceeds © 
sales of these goods in. their budget accounts would be ‘removed, 
and they would be less able to postpone the financial reforms 
which, in nearly all cases, are an urgent’ condition of their 
economic rehabilitation. 
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‘Australian Bank Bill Details 


The text 1s at last available in London of the Australian 
Banking Nationalisation Bill, the general principles of which were. 
fully discussed in a leading article last week: “On Certairt vital 
matters, the provisions prove to be extraordinarily meagre. The 
only safeguards against abuse of the monopolistic banking system 
which the Government envisages, and the only new regulations 
for the conduct of the Commonwealth Bank, are contained in a 
single brief section (Section rr) incorporating the injunctions to 
the bank quoted last week—to provide adequate banking facilities, 
to do so without discrimination, to observe normal bank practices 
and especially to maintain proper secrecy. Nine lengthy sections 
take great pains to protect the interests of employees of the banks 
to be absorbed. This is a very proper objective, but the care 
which the Government has lavished upon it stands in glaring con- 
trast to the single-sentence clause which is supposed to protect 
the rights of customers: Section 58 provides— 

Nothing in this Act shall require a State or person, being a 
customer of a private bank, the business of which in Australia has 
been taken over by the Commonweczlth Bank under this Act, to 
continue as a customer of the Commonwealth Bank. 

Those in Australia who feel most heatedly about the whole scheme 
will certainly regard this as adding insult to injury. The consumer 
who thinks himself victimised by the monopoly is graciously per- 
mitted to refrain from consumption. Or is it to be supposed that 
an Australian resident would be permitted to place his account 
abroad, and to conduct his whole business in Australia through 
some far-fetched agency arrangement made by his bankers with 
the single bank within Australia? If so, the London-registered 
Australian banks might yet do a roaring trade within the Common- 
wealth! 

Among the general provisions there is ample evidence of the 
motives behind the plan and of the Government’s fear both that 
it might be upset on constitutional grounds and that there might 
be obstruction from within the banks. On the issue of motive, 
the language in which the objects clause is clothed bears striking 
resemblance to Mr Chifley’s own words in his dissentient memor- 
andum to the Commission of 1936: the first object is to expand 
the Commonwealth Bank “as a publicly-owned bank conducted 
in the interests of the people of Australia and not for private 
profit.” On the legal issue, there is an extraordinary clause which 
provides that, if any part of the new Act proves to be unconsti- 
tutional, the remainder shall operate to the limits which the Con- 
stitution permits, and shall do so even if the results of that 
operation are or appear to be different from those apparently 
intended by the Parliament when it passed the Bill. Penalties are 
prescribed (fines of £1,000 per day for a director or employee) for 
any obstruction from the banks. 


* * * 


Methods of Acquisition 


The Bill sheds no light at all upon the vital question of the 
principles y which compensation is to be determined. The 
only requirements are those set out among the objects, that the 
acquisition is to be “on just terms” and also in two virtually 
identical sections (15 and 25), relating to compulsory acquisition, 
that “ fair and reasonable compensation” shall be paid. The pro- 
visions governing the method of acquisition show that most of 
the cabled reports were confused or misleading. The two 
methods, as already known, are acquisition of shares or of busi- 
nesses, It is evident from Section 13 that the former is exclusively 
a process of compulsory acquisition and may not be applied 
except to banks formed within Australia the majority in number 
of whose shares are, or in law are deemed to be, “ situated ” within 
Australia, and then only to such shares The only other pro- 
vision for share acquisition is Section 12 which permits but does 
not oblige the Commonwealth Bank (with Treasurer’s approval) 
to buy shares in local or London-formed Australian banks at prices 
not less than those ruling on August r§th last. The intention 
here is presumably merely to validate the Government’s action in 
giving support to the market to allay public fears. On a lay inter- 
pretation of the Bill it does not seem that this minimum price has 
necessarily any legal force in relation to compensation payable 
where acquisition takes place by compulsion under the principal 
Section 13, cited above. 

The alternative procedure, acquisition of businesses, js in 
principle applicable to any of the categories of banks affected, 
but is the only method which can be applied to banks formed 
in the United -Kingdom or elsewhere ouiside Australia. This 
process may. be either voluntary or compulsory. It should be 
Shank set Whmlaodinecdio: given any legal right to take the initia- 


tive in negotiating a voluntary arrangement, but the tax ‘conces- 
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sions (the quantitative effects of which are still obscure) granted 


where such arrang ts are made show plainly what the attitude 
of the authorities: will be. Strictly, however, the procedure is for 
the. Treasurer (under. Section 22) to invite a particular bank tp 
make within a specified period an agreement with the 

wealth Bank for the taking over of the business. The Tremen i 
may extend the time limit, but no voluntary agreement may be 
reached after its expiry and the assets and liabilities cerned. 
become automatically vested in the Commonwealth Bank on the 
following day. te 


Where that happens, if the bank cannot agree with the 
Commonwealth Bank the amount of compensation, it may lo 
with it its own claim, to which the Commonwealth Bank must 
respond by saying what it is prepared to pay. This offer willbe 
deemed to be accepted. unless the bank within two months te 
quires the Commonwealth Bank to refer the case to the Federal} 
Court of Claims, which will consist of one chief judge and at 
least two other judges nominated by the Governor-General, 
There will be no appeal from the Court’s findings: the Bill says 
so comprehensively in five distinct sub-sections, the essence of 
two of which is that its decision “shall not be challenged, 
appealed against, reviewed, quashed or called in question in any 
Court upon any account whatever” or be subject to “ prohibj- 
tion, mandamus or injunction.” More neatly, the banks will have 
“had it.” 

* * * 


New Union Questions 


The final bursting of the New Union Goldfields’ bubble has 
not taken the mining share markets completely by surprise, but 
considerable alarm has been caused by the amount of capital 
involved and by the trend of events leading up to its disclosure, 
It has been revealed, after a quite unjustifiable delay, that 
New Union had borrowed some £5, » repayable on 
demand, from its associated companies in excess of its legal 
borrowing powers and that its present available resources are 
totally inadequate to meet probable calls (the unaudited balance 
sheet at June 30, 1947, shows cash at £177,500 and shares in other 
companies then valued at £4,420,684 but now having a market 
value of approximately £2,400,000). Anglo Transvaal Consoli- 
dated who were appointed (at a high fee) to be managers of 
New Union as from October 8th in place of the old board, whose 
chairman was Mr N. S. Erleigh, have successfully applied to the 
South African Supreme Court for the appointment of judicial 
managers, in order to legalise the deferment of claims for the 
repayment of these inter-company loans and to safeguard the 
position of other creditors and shareholders. Mr J. Milne, who 
managed early last month to form the Free State group out of 
various remnants of New Union, has subsequently decided 
to apply to the court to have representatives of the creditors and 
large shareholders appointed as additional judicial managers. 


This week’s disclosure of the financial predicament of the New 
Union group comes nearly three wecks after. Anglo-Transvaal 
assumed contro] ; as recently as October 15th they announced that 
the dividend declared on September 2nd and payable on Novem- 
ber 7th would be met. But the auditors of the New Union 
accounts had, as early as July, made it known to the company 
that underlying difficulties, albeit in embryo, were evident from 
the books. To whom did they pass this information? Was it 
considered by the board of New Union at the time ? Has it any 
connection with the strong differences ot opinion which for a long 
time were known to exist between Mr Milne and Mr Erleigh ? 
To say the least, it is astonishing that these early doubts were 
not regarded as being, sufficiently serious to prevent an announce- 
ment of an increased dividend and a forecast of higher profits, 
But the directors have more to answer for, because later in Sep- 
tember, as it now transpires, the auditors. made their, démarche 
by refusing to certify the accounts, and even then the board failed . 
to make a frank statement of the position. Questioned by the 
press about that time Mr Erleigh said he was too busy to talk; 
in the light of later information, this is a masterpiece of under- 
statement. 

* 


Obviously the fullest inquiry will have to be made into these _ 
ae eee ‘atte turnover in the nage 
group. ¢ to the complication of nominee holdings and. 
London and South African registers, it if impossible to establish. 
whether the principals in the case have retained or sold their - 
interests during the last eighteen months, and how far Anglo- » 
Transvaal may have purchased shares from them, Both New . 
Union and Rooderand shares have been dealt in on the London , 
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Fresh fields for endeavour 


Because of their great importance in the economic life 

of the world, the Dominions of Australia and New Zealand 
afford many opportunities for commercial development 

and expansion, The British industrialist who contemplates 
establishing a branch or a business ‘ down under’ will find 
ready help at The Bank of Australasia, where an 
extensive fund of up-to-date commercial information and 
complete banking facilities are at his disposal. Please address 
enquiries to the Overseas Department. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 
Head Office: 4, THREADNEEDLE STREET, LONDON, E.C.2. 
(Manager : G..C. Cowan) 





MORE FOOD 
AT HOME... 


MORE GOODS 
FOR EXPORT .. 


With ‘these urgent needs in mind_ the 
District Bank assists the national effort 
to imerease agricultural and — industrial 
production and. provides ....+. 


more finance 
for both 


Dis erict | 


BANK LIMITED 
Loe eee 
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Ate you 
Shipping Goods? 


Exchange regulations and import restric- 
tions in the various countries present many 
difficulties to Exporters. Our long experience 
of international trade and intimate know- 
ledge of local regulations enable us to give 
expert and timely guidance to Merchants 
who consult us on their problems. 


GLYN, MILLS & CO. 


HEAD OFFICE 
67 LOMBARD STREET * LONDON E.C.3 e 


Associated 


Royal Bank of — Scotland 
. Williams he aamets Bank Limited 
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Stock Exchange under the old Appendix 34E ; slightly more than 
40 per cent of the shares of these two companies are now held 
on the London register. 

The last of this questionable affair has certainly not been 
heard, and it may have serious implications for the South African 
mining industry. If-confidence in the Orange Free.State gold- 
field, now well furnished with capital for the primary stages of 
its development, is to be preserved, the financial operations 
which led to the cracking of the New Union edifice must be 
probed and made public, for though the group had its eggs in 
a hundred or more other baskets, its origins lie in the yet un- 
mined leases in the Orange Free State. It would be grave indeed 
if mining enterprise in this region, whose promising future has 
been described by General Smuts and Sir Ernest Oppenheimer 
among others, should be retarded by, the questionable financial 
methods of one of the least important mining groups 


. * * 


Report on Light Clothing 


The Report of the Working Party to investigate the light 
clothing industry takes much space to define precise.y what the 
light clothing industry is and to distinguish it from the heavy 
clothing industry, which has already undergone ordeal by Working 
Party. Light clothing includes a.1 women’s clothing (aparr from 
tailormade outerwear, millinery ard rainwear), infants’ wear, and 
men’s underwear when it happens’ to be made by firms specialising 
on women’s clothes. Much might have been gained in clarity, 
time and paper if the two sections of the clothing industry had 
been subjected to a single investigation. The light clothing 
industry is small; of the total of §3,400 factory workers in 1942, 
nearly one-third were working in London, and probably more 
than half of the firms in the industryemploy less than 50 workers. 

Within the limits of a specfic assignment to study this sub- 
industry, the Working Party has produced a useful report, though 
it is marred by traces of superficialiry and rorundity. . All the 
familiar recommendations appear—it is surprising, indeed, that the 
standardised formule are held to apply so uniformly to such a 
diverse range of industries. They include uniform costing, more 
generous taxation allowances, better maintenance of equipment, 
improved design and greater attention to training. A Devclop- 
ment Council is proposed on “which both the heavy and Tight 
clothing industries should be separately represented by a 
Direciorate, each of which would. presumably press its own 
c.aims for labour, materials and machinery. The functions of the 
Council, however, would need to be made a good deal more 
precise than is suggested by the following extract from the 
Report :— 

The most important function which should be performed by such 

an ofganisation is that of planning—in its widest sense. It is, in 

our opinion, essential that the Light Clothing Industry should, in 


future, be able to base its activities on over-all planning which would . 


cover the supply of sufficient and suitable materials to ensure an 

abundance of light clothing to meet public demand, and promote 

arrangements for co-ordinating production and marketing, whilst 
preserving the individuality of the producers and promoting their 
efficiency. 

Some of the industry’s problems have received rather scant 
treatment—for example, its machinery requirements and its export 
programme. Moreover—and this seems an unfortunate omission— 
there is no statistical anaiysis of the fall in the industry’s pro- 
ductivity compared with 1939. . This fall is indeed implied in 
the Report, and such statistical nvaterial as is already availabe 
suggests, on a rough-and-ready basis, that omtput per man-hour 
in the industry has fallen by at least 125 per cent since 1938. 


* * * 


The Problem of Price Control 


One of the most interesting sections of the Report is the 
discussion of the working of the price control scheme for utility 
clothing. Under this scheme, garment-makers must not exceed 
the ceiling prices fixed for each line, or, alternatively, they must 
accept a price equivalent to their cost of production plus a fixed 
percentage of profit, if that is lower. Presumably the ceiling 
prices allow a good deal of slack, for it has been found that this 


adding unnecessaty frills to garments 


or 
solely with the idea of increasing their return of profit. More- 


e who and retailer in. turn adda fixed “ mark-— 
up” to the price ‘which they pay for garments, traders are dis- 
inclined to take cheap garments when they can get identical ones. 
at-a-higher price: — . Rinne nnn Neei dad 
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blem ch is to set up a system of prices for specific 
articles which would bz below maximum utility prices for their 
class—would be effective. It would be a scheme, so to say, of 
uti.ity within utility ; it would involve distinctive marks ‘and the 
allocation of matcrial specifically fo: the manufacture of cheaper 
goods. It could put an end to the waste inherent in the cogt- 
plus system only at the expense of a t multiplication of 
maximum prices at differen, levels, ones with the 

controls to keep the new price structure intact. If the gaps in 
the utility system are now so wide that the manufacturers can 
make inordinate profits, sure.y the answer is to reduce the general 
level of the utility price ceilings, to reduce the essential ranges 
of utility clothing to the minimum, and to put an end to the 
“cost-plus” system. These steps might have more i 
results than the Report’s odd declaration that “it should be the 
objective of Government policy to ensure that the public should 
be able to buy the goods which the pub.ic produces.” 


* * * 


Stock Exchange Commissions 


The Stock Exchange Council proposes, subject to confirma- 
tion on November 24th, to amend Rule 197 by raising the amount 
of consideration money which is to bear full commission from 
£2,500 to £5,000. This is the first move to change broker’ 
charges since immediately after the 1914-18 war, when the mini- 
mum figure above which half commission might be chargeable 
was raised from £1,000 to £2,500. Other commissions have not 
been altered since 1912. The Council has allowed full time to 
test the reaction of opinion to the proposal before it becomes 
operative. To judge from the City’s comments, both for and 
against, it has acted wisely. 

The case for an increase in commission rests on the narrowing 
gap between the higher costs which stockbroking firms, like all 
other businesses, have had to face following the rise in prices 
since 1939. All are agreed that costs have risen, but so far it 
has been assumed that the increased turnover of recent years, 
which is due in no small part to the Government’s cheap money 
policy, has enabled the brokers to make handsome profits in spite 
of their higher expenses. The lull in business in recent months 
has no doubt prompted the thought that the time has come for 
brokers to safeguard themselves. Certainly the high level of 
taxation in the last few years has limited their capacity to make 
provision for a lean period, and precedents for the Council’s 
proposal can be found in the recent action of the New York 
Stock Exchange in raising commissions by 20 per cent and in the 
increase made in London after the first world war. It is main- 
tained, also, that the change will affect only the larger investor 
and that the small man will not suffer. But £2,500 is not a large 
order, even in this democratic age, and the effective rise in the 
scale of commissions which the Council suggests does contrast 
a littke oddly with its own postwar efforts to popularise and 
cheapen the facilities which the Stock Exchange has to offer to 
the public. 

A rise in charges can hardly be justified until it has been clearly 
shown that every possibility of making further economies has been 
exhausted. As it is, the proposed increase will. add. its small 
contribution to the inflationary rise in costs, and it will be a 
further deterrent, coupled with the recent doubling of the Stamp 
Duty, to the readiness of the average investor to deal freely. It 
would be easy to exaggerate the importance of the new proposal 
on Stock Exchange business, but it would be no less dangerous 
to forget the fact that any additional shrinking of turnover would 
react to the disadvantage of the Stock Exchange as a whole. 


* * * 


Note Circulation Landmark 


Wednesday of last weck ought surely to be a red letter day 
in the calendar of postwar inflation, and it is surprising that Mr 
Dalton does not seem to have noticed the fact. Among all the 
various indices of domestic finance, only one—the note circulation 
—has lately been showing a genuinely reassuring trend. This 
week, apparently for the first. time since the wh “| So 
England notes has actually dropped below its level at the corre~ 
sponding date of the previous year. ‘ 


oo hee one ened appreciably after the end of the 
wa wm oth que cn ay sprees tt 


each successive Christmas peak was higher than its 





fs | 


‘OESMEE BEBEEE 


= 


“i 


a se ee ee ee ee ee en. 








eaeeees 


Ba 2, 


aPRES aS 


spite 


> for 


rcil’s 





THE ECONOMIST, November 1, 1947 


and until the current year each August holiday peak was higher 


than the Christmas peak. In 1946, it is true, the expan- 
sion in the first seven months of the year amounted to only £11 
million, in contrast with £75 million in 1945. But this year, the 
summer’s peak circulation of £1,422 million was £6,000,000 below 
the record level reached last Christmas. 

The reassuring contrast was rather unexpected, but even more 
surprising is the rapid rate at which the notes have been returning 
since the holiday season ended—{28 million came back in August, 
£17 million in September and £16 million last month, a total 
reflux of £61 million. In the corresponding period of last year 
the reflux was only £29 million. In consequence, the total cir- 
culation, at £1,361 million, is just £1,000,000 below its level at 
this time last year. Moreover, of this year’s improvement in the 
trend compared with that of 1946, more than two-thirds has 
occurred within the past three months. Is this still another sign 
that “natural” forces—from the stock market collapse at one 
extreme to the exhaustion of war service gratuities and industrial 
dislocation at the other—are at last dictating caution? The 
National Savings figures hardly align with these trends, but is it 
possible that the prevalent “d/s-saving ” reflects financial pressure 
rather than Over-eagerness to spend ? 


* * * 


Filling a Financial Gap 


Twelve months ago the chairman of the smaller of the two 
new finance companies, the Industria] and Commercial Finance 
Corporation, Ltd., suggested rather cautiously that experience had 
proved the existence of a gap in financial facilities and the Cor- 
poration’s ability to fill part of it. If one judges simply from 
the results now shown by the accounts to end-September 
last, covering the company’s first complete year of trading, 
this opinion actually seems to have been excessively cautious. 
In the past year the net amount of proposals approved 
by the company has risen from £4,048,000 to £10,501,000. 
Necessarily, only a. part of. the finance sanctioned has 
yet been taken up, but the proportion is very much larger 
than it was twelve months ago, the net amount of advances actually 
drawn and investments made being £5,716,000 compared with 
£1,239,000 twelve months ago. But, if this noteworthy expansion 
proves the existence of a “gap,” it is far from clear whether it 
is the kind of gap which most people had in mind when the 
company was formed. Even in the initial period, approved finance 
to the really small inan—for amounts between £5,000 and £10,000 
—accounted for only a little more than a quarter of the total 
number of cases and for only one-twentieth by value. Now, 
however, in the past year, the proportion by number has dropped 
to less than one-twelfth and by value it is actually less than one 
per cent. At the other extreme, the proportions for transactions 
above £100,000 (this category is no longer described as between 
£100,000 and £200,000) have risen from 7 to 22 per cent by 
number and from 28 per cent to 56} per cent by value. Almost 
four-fifths of the total operations have taken the form of tran- 
sactions above £50,000. The Board states that this decline in the 
smaller advances is “a statistical fact and does not denote any 
change of policy” ; but it does seem to prove that credit-worthy 
small borrowers have been coming much less readily to the 
Corporation in the past year than they did at the outset. 
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The difficulties of the postwar transition phase are plainly to 
be seen in the Corporation’s profit and loss account. -It made a 
modest net profit of £23,965, but it has been thought advisable 
to provide £140,000 against bad and doubtful debts and invest- 
ments. There is no suggestion that this experience was particu- 
larly attributable to the economic crisis, but the chairman states 
that during the transition period the Corporation thought it right 
“to take a certain risk in facilitating the. transition” and. that 
some of the ventures which it has financed have not been success- 
ful. That, it is said, explains the bulk of the amount reserved ; 
the bulk of the outstandings are regarded as “ good or very good.” 
In this context it is reassuring to have Lord Piercy’s opinion that 
no large proportion of the Corporation’s customers is likely to be 
“injuriously affected” by the increasing concentration. of the 
national effort upon essential production. The industrial spread 
of the company’s interests has, however, widened perceptibly ; 
the mechanical and electrical engineering groups, which last year 


accounted for 31.8 per cent of the whole, now absorb 27.6 per 
cent. 


* * * 


Undermanned Industries 


It is too early yet to form any idea of the effect of the 
Control of Engagement Order on the distribution of manpower, 
or to estimate the prospects for large-scale releases of labour for 
the undermanned industries through the cuts in the capital invest~- 
ment programme—though scepticism is probably justified on both 
counts. Sir Stafford Cripps, at his press conference on Wednes- 
day, reaffirmed the Government’s intention to proceed by voluntary 
methods and to avoid using compulsion. He did, however, admit 
that if the existing methods should not prove sufficient, further 
and more drastic measures might have to be introduced. 


The urgency of the problem is emphasised in the figures which 
the Minister for Economic Affairs gave on the labour position in 
the undermanned industries. The main “problem industries ” 
are agriculture, coal, tinplate, and textiles. Faced with the loss 
of prisoner of war labour, agriculture will need at least 60,000 
recruits by next summer. Coal mining, with 715,000 men, will 
fall far short of the target of -730,000 by the end of the year, for, 
in spite of the high rate of recruitment of 1,700 a week, wastage 
of departing Bevin boys and old miners has been running high. 
Employment in tinplate, iron founding and the steel sheet section 
has been stationary sin¢e December, 1946. The textile trades need 
in all about 100,000 workers, and the most serious and disturbing 
feature is the failure of cotton spinning and weaving to show an 
improvement in manpower. Labour in wool and worsted has 
increased by only 3,000 since March. Since the success of the 
export drive depends in large measure on textiles, and since they 
can only reach their export targets if they have sufficient labour, 
the problem of labour in the cotton industry becomes one of over- 
riding importance. 

Urgent discussions on wages policy are now proceeding with 
the TUC, but it is unlikely that they will lead to any major 
change of attitude. It is tragic, and typical of the Government’s 
timid handling of the labour problem that it has taken more 
than two years toe grasp this nettle. Whether at this late stage 
of the process of inflation special incentives would make much 
difference must be doubted ; it seems inevitable that the other 
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alternative, more direction, will have to be adopted—in spite of 
Sir Stafford’s declaration on Wednesday that the Government 
will not resort to it. . : 


Recruitment for the Mines 


Sir Stafford Cripps’s statement on Wednesday that the whole 
production programme might be “in jeopardy” because deep- 
mined coal output is running at a level which is insufficient to 
maintain winter supplies has once more emphasised the need to 
step up production by overtime and increased recruitment. Six 
months ago, there seemed to be every likelihood that the 
target proc'aimed in the “Economic Survey” for a labour 
force of 730,000 in the coal mining woula be reached by the end 
of this year. But during the summer net recruitment took a 
decided turn for the worse and in recent weeks, numbers.on 
colliery books have actually declined. 

A possibility of a better trend in recruitment in the near future 
is suggested—though as yer only tentatively—in the latest coal 
production figures. Between the second and third week in 
October, numbers on colliery books declined from 715,300 to 
715,200. On the other hand, face workers increased from 289,900 
to 290,100. In a4 comment on these figures, Sir Stafford Cripps 
has attributed the current high rate of wastage partly to “ Bevin 
boys ” who have completed their period of service in the mines 
and partly to the high rate of retirement among older miners. 
This wastage is in fact masking a high level of recruitment, and 
it is likely to continue until the spring. It is to be hoped that 
this forecast proves reasonably accurate. Meanwhile the up- 
grading of workers at the coal face from this year’s recruits is 
already bringing increased mining labour to work on direct 
production, 

Probably this increase in work at the face was already clear 
when Mr Gaitskell announced the production requirements for 
the winter period at an average, including holidays, of 3,750,000 
tons a week. Even with this prospect of improvement in labour, 
the average will not be easy to sustain. Meanwhile, the coal 
stocks of -1§.7 million rons at October 18th—compared with the 
budgeted 15 million tons for October 31st—are something of an 
antidote to the disappointing production figures of 3,900,000 tons 
announced for last week compared with the 4,000,000 tons for the 
previous week. Next weck’s figures should, of course, show the 
benefit of the longer working week. 


* * x 


Gold Dealings in New York 


New regulations covering the export of foreign gold from the 
United States have this week been issued by the US Treasury. 
The previous regulations permitted the re-export of gold pre- 
viously imported from other countries, subject to licences. These 
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were readily given, A considerable market in foreign gold hag 
developed in New York and a substantial proportion of the golg 
reaching the free markets in the Middle and Far East was exported 
from the United States. Much of it was metal of South Americap 
origin, refined in the United States and exported at prices: wel} 
above the official $35 per ounce, The position of this market in 
foreign gold in the United States was called into question by the 
request from the International Monetary Fund to all its 

to suppress international dealings in gold at prices im excess. 
the official quotations. It was to meet this request that the US 
Treasury was led to amend its regulations dealing with the ge. 
export of gold. In their amended form the regulations, which 
come into effect on November 24th, will only allow the , 
of “ semi-processed ” gold for use abroad. Previously most af 
gold re-exported from the United States was in the form of r 
bars. As from November 24th the export of foreign gold in b 
form will only be allowed if the gold is intended to be p ‘ 
abroad and then returned to the United States. 

In their amended form the regulations are unlikely to 
serious obstacles to the traffic in free gold which has flourished 
in the New York market. The “ semi-processed ” gold that may 
still be exported generally takes the form of sheet gold, rolled in 
one- or two-millimetre sheets for industrial purposes. But there 
is no standard sheet thickness and there is no reason why “ semi- 
processed” gold should not take the form of quarter-inch sheet 
which could then be cut up in 10 or 20 ounce strips that would 
provide an acceptable substitute for the convenient ro and 26 
ounce bars in which much of the international traffic in free gold 
has taken place. A more serious threat to the traffic in free gold 
is the trend towards stricter import regulations by the countries 
in which the principal free markets have been located. The latest 
development of this kind is the embargo on gold imports 
announced this week by the Government of Siam. Sales of foreign 
gold are .still being arranged from New York to the Far East 
and this week’s price has ranged around $42.50 per ounce. Most 
of the metal is ultimately destined for China, but finds its way 
there through the Philippines. 


* * * 


Hard Money in Italy 


The one country in Europe where the “ hard money” school 
has taken charge of credit policy is Italy. Faced with an infla-. 
tionary situation, with an economy littered with a great many 
uneconomic industrial plants—the now “ dead. branches ” that had 
grown up during the Fascist era of autarchy—and with a mouantin 
wave of speculativ€ activity, the Finance Minister, Signor Einaudi 
decided to put into operation the long forgotten weapons of credit 
restriction. This was done by compelling all banks to restrict their. 
credits to industry and to all clients suspected of using bank 
facilities to finance speculative positions, whether in materials of 
securities. ‘The effects have been dramatic and flattering to what 
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were deemed to be outmotled initruments of economic control. 


The stock exchange speculative bubble of the summer 

has been effectively pricked. The white elephants in the Fear 
menagerie are being starved out. ‘The process is ‘causing some 
temporary un¢mployment, but there is no lack of alternative work 
and what is being tested now—with some friction and discontent— 
is the mobility of labour. Prices of commodities, and particularly 
of foodstuffs, have been falling. At its new devalued level, fixed 
last August, the lire is looking stronger every day. In the black 
market for foreign currencies, rates have been moving steadily in 
favour of Italy. The Swiss franc which touched 230 lire last May 
has come down to 150 lire (official rate 83 lire); the dollar has 
fallen from 800 lire to 600 lire (official rate 350 lire); and most 
impressive and significant of all, the pound sterling has fallen to 
a discount on the official rate, namely to 1,350 lire as against the 
official quotation of 1,400 lire. The Chancellor of the Exchequer 
may drawn some instructive deductions from this experience and 
these figures. 

* “ + 


Montevideo Tramways Sale 


Uruguay may yet be the first South American republic since 
the war to make a) sterling capital payment for the acquisition 
of a British-owned public utility. The Anglo-Argentine sterling 
talks, which are linked with the completion of the railways 
purchase scheme, have again been delayed, this time by a 
visit of the leading Argentine personages to Bolivia, while the 
San Paulo payment, of which strong hopes were entertained in 
the City last week, is still being debated by the Brazilian Con- 
gress. But in Uruguay, the Senate has now approved the agree- 
ment made last February for the purchase of the tramway of 
the Sociedad Commerciale de Montevideo, whose capital is owned 
by the Atlas, Electric and General Trust. The agreement has 


now to be formally approved by the Chamber of Deputies, but 
since the matter has already been discussed and the purchase 
sanctioned there, the completion of the purchase is not likely to 
be long delayed. 

The sum involved totals £2,248,000, calculated at the rate of 
6} pesos to the £ ; it consists of 11,700,000 pesos for the tram- 
way and physical assets pertaining to it and 2,800,000 pesos for 
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AMALGAMATED ROADSTONE CORPORATION LIMITED 


(Uncorporated under the Companies Act, 1929.) 
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in 750,000 64 per cent. Cumulative Preference Shares of £1 each .., inh vie on 
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‘of 19 months for Amatgamated Roadstone Corporation Limited and its Subsidiaries. 
3. Recovery is now well under way, and the Directors are satisfied that the net trading profits for the now completed financial year wilt exeeed £200,000, after 
meeting interest charges of over £30,000 on Debentures and Bank Loans which will he repaid out of the proceeds of the present iseu eaniet shes Profits 
Tax and dividend on the British Quarrying Company Limited Preference Shares (which are now to be repaid) and the existing Pref the 
Ordinary Dividend, carry-forward, and reserves. oe : 
4. The dividend on the Second Preferenee Shares now being issued would be covered on the basis of the estimated profits shown above more than 34 times and 
the balance would amount te more than 17% on the Ordinary Share capital as now increased to £750,000. 
the full Prospectus, on the considered, will 
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items such as stores, which have been mainly acquired since the 
original agreement was reached on February 14th this year. 
Payment will be made to: the Atiasy Electric and, General , Trust 
out of Uruguay’s sterling balanees, which Have recently been 
estimated at. {17 million. The sum to be received is consider- 
ably less than the book value placed on the investment by the 
trust, and in the latest balance sheet £1,500,000 has been applied 
out of capital reserves to write down this valuation. The tram- 
way has not been able for many years to earn sufficient revenue 
to meet. depreciation’ or interest on’ the prior charges of the Socie- 
dad ‘Commerciale de Montevideo, and the trust has received 
nothing on its investment since 1930, This suggests that, although 
the amount of capital originally put into the undertaking greatly 
exceeds the purchase price, Atlas, Electric and General will now 
be able to apply at least part of what has long been an unprofit- 
able investment to more remunerative purposes. The ordinary 
capital of the trust has not received a dividend since 1933, when 
I per cent was paid. Part of the purchase money might: perhaps 
be applied to the redemption of £750,000 5 per cent debentures 
which are at present outstanding, but there is still the heavy cost 
of dividends on £3,000,000 of 7 per cent cumulative preference 
capital. The equity capital of the trust stands a better chance of 
receiving a payment than for many years past, but hopes should 
not be exaggerated. 


Shorter Notes 


The London rubber market has been quiet over the past week, 
but the tone has remained steady. The average spot price for 
the week ending October 28th was 113d. per Ib. compared with 
114d. in the previous seven days. 


* 


The United States Department of Agriculture has announced 
that it will support the American tobacco market to compensate 
for the cessation of British purchases of flue-cured tobacco. 
The price will be maintained at 90 per cent parity as laid down 
by law. The tobacco will be packed as for British shipment in 
case British purchases are .¢sumed at a later date. 
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The prospectus shows, inter alia, that:— —_ : . 

1. The purpose of the present issue and the issue of 186,714 Ordinary Shares to Ordinary shareholders is to repay the outstanding £217,142 4} per cent. First 
Mortgage Debventure Stock and the 250,000 7} per cent. Cumulative Participating Preference Shares of £1 each of british Quarrying Company Limited, a 
Subsidiary Company, to repay an outstanding 5 per cent, Debenture for £50,000 of St. Keverne & Associated Quarries Limited, a wholly-owned subsidiary 
company of British Quarrying Company Limited, to fiuanee the development and mechanisation of existing quarries, and the development and equipment, of 
a Wharf and Depot, approximately 3} acres in extent, on the Thames at Greenwich, and, subjeet to repayment of Bank overdrafts and loans, to provide 


2 Profits of the group of Companies for the accounting periods ending within the calendar years 1937 to 1946 inelusive, on the basis set out in the full pros- 


Financial Year ended Financial Year ended 

within Calendar Year é Within Calendar Year i. 
1937 fad a ie ine 124,948 1942 178,556 
1938 ove eee a wad 154,699 1043 172,716 
1939 ben eae ase eos 150,083 1044 ce bed eed 156,229 
1940 Kae er ona 117,631 71945 oe a ere poi 197,798 
1941 184, 179,793 
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COMPANY MEETINGS 


CAWOOD WHARTON AND COMPANY, 
LIMITED . 
SATISFACTORY RESULTS 
DIVIDEND OF 125 PER CENT. 
MR. E. W. TOWLER’S REVIEW 


The twenty-fifth ordinary general meeting 
of Cawood Wharton and Company, Limited, 
was held, on the 29th ultimo, at the Great 
Northern Hotel, Leeds, Mr Eric W. Towler, 
the chairman, presiding. 

The secretary (Mr Edward Binks) read the 
notice convening the meeting and the report 
of the auditors. 

The following is the chairman’s statement 
circulated with the report and accounts: — 

This is my first statement to you since the 
company was converted to a public company 
in April of this year, and as the accounts 
under review are for the year ended March 31, 
1947, it might be appropriate at the outset 
to refer to the changes in the capital structure 
which have taken place since that date. 

In April of this year the authorised capital 
was ‘increased by the creation of 200,000 
Four and a-Half per cent. “B” Cumulative 
Preference shares of £1 each. 20,000 of these 
shares were absorbed by the conversion of the 
20,000 Seven per cent. Redeemable Cumu- 
lative Preference shares of £1 each, 152,000 
were offered to the public at par (which it is 
gratifying to note were heavily oversubscribed, 
the issue attracting applications amounting to 
£1,457,800), leaving a balance of 28,000 
unissued shares. At the same time a placing 
of 10,000 Ordinary shares of £1 each was 
arranged ; on June 25, 1947, the Four and 
a-Half per cent. “B” Cumulative Preference 
shares and the 24,650 issued Ordinary shares 
of £1 each were converted to stock, the 
Preference stock being transferable in units 
of £1, the Ordinary stock in units of Is. 

You will see on the following pages that 
we show the balance-sheet and profit and 
loss account of the parent company, followed 
by a consolidated balance-sheet and profit and 
loss account of Cawood Wharton and Com- 
pany, Limited, and its subsidiary companies. 
All the subsidiary companies are wholly 
owned and their trading results have, there- 
fore, been included in the parent company’s 
profit and loss account. 


PROFITS AND DIVIDENDS 


The profit of the group is £84,324, from 
which has been deducted £28,108, reserved 
for depreciation and amortisation, and direc- 
tors’ fees £830, leaving a profit, before taxa- 
tion, of £55,386. £24,879 has been reserved 
for taxation, to include income-tax and 
N.D.C. on the profits for the year ended 
March 3ist, 1947, and profits tax in respect 
of the proposed dividends, and the balance 
together with the amount of £16,425, brought 
forward from) the previous year’s accounts, 
leaves £46,932 available for appropriation. 
Dividends. on Preference shares absorb 
£2,170 ; £1,500 is transferred to Preference 
share redemption reserve account (this will 
not be required in the future) and it is pro- 
posed to pay a dividend of 125 per cent., less 
income-tax, on the Ordinary shares, which 
will absorb £16,947, leaving a balance to 
ne to next year of £26,315. 

_ The group profits of £55,386 (after depre- 
ciation and amortisation of £28,108, which 
in the opinion of the directors is a generous 
reserve) are in excess of the average for the 
five years to March 31, 1946, referred to in 
the prospectus. These results can be re- 
garded as satisfactory, particularly in view 
of the abnormal weather experienced - in 
February and March last. The amount pro- 
posed to be distributed to the i 
siockholders as dividend on the issued capital 


represents only a modest return on the much 
greater figure of capital actually employed 
within the group. 


CONSOLIDATED BALANCE SHEET 


The issued capital of £72,650 is of course 
before the changes in the capital structure to 
which I have referred earlier. The reserve 
for Preference share redempton is no longer 
required as the Redeemable Preference 
shares have meantime been converted. The 
amount of £16,500 standing to the credit of 
this account, which has been reserved out of 
profits, has therefore been added to the 
general reserves of {£22,773 (being appropria- 
uons over a period from promt and loss 
account) making a total of £39,273. Capital 
reserves at £40,305 represent profits on sales 
of plant and equipment, profits on surrender 
of the debenture sinking fund policy, and 
profits on repayments of debentures im sub- 
sidiary companies. 

Plant and equipment has increased during 
the year from £165,749 to £205,157 in pur- 
suance of the company’s policy of moderni- 
sation and mechanisation, and includes addi- 
tions, less sales, during the year of £64,108 ; 


the plant and equipment continues to be well - 


maintained. Trade investments at cost, at 
£5,454, are lower by the sale of shares in 
associated companies during the year—to- 
day’s value being in excess of the amount at 
which they are shown. The excess of current 
liabilities over current assets of £10,296 does 
not take imto account the proceeds of the 
Preference share issue which was made sub- 
sequent to the date of this balance-sheet. 


FUTURE PROSPECTS 


While we are dependent upon our suppliers 
to a large extent for deliveries, the Board is 
continuing to pursue a progressive policy of 
expenditure on capital equipment, designed 
to increase the productive capacity, and 
towards a still greater degree of mechanisa- 
tion. 

The results for the current year, already 
so far advanced, show material improvement 
over the corresponding period of the year 
under review, and it can reasonably be 
expected that the group protits for the year 
ending March next should exceed those of 
the previous year ; the North-Western group 

quarries is now making a satisfactory 
contribution to the profits, 

The general economic situation makes it 
impossible to forecast very far into the 
future ; who can tell whether we shall be 
permitted to make our contribution towards 
the housing problem—to export British coals 
—or indeed on what scale we chall be per- 
mitted to continue to engage in any one of 
the activities we presently pursue? Our 
interests are, however, so widely diversified, 
our organisation so flexible and efficient, that 
I feel confident we should be able to meet 
the problems that most surelv lie ahead. 

The greatest credit and thanks are due to 
our management, staff, foremen and work- 
people for their loyal and efficient services, 
under conditions which during the year under 
review were particularly difficult and exacting. 

The report and accounts were adopted ; 
- eee WwW “eB. eins 
retiring . M. B. Burnyeat and 
Mr Roland Thompson, were re-elected, and 
the ears, Messrs Knox Burbidge Hender- 
son 


» Were reappointed, 
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FERRANTI, LIMITED: 
OUTPUT DOUBLED 

The forty-second ordinary * 
of Ferranti, Limited, was rane 
ultimo, at Kern House, London, W.C., 
V. Z. de Ferranti, M.C., M.LE.E., chairman 
and managing director, presiding. 

The following is an extract from his state. 
ment circulated with the report and accounts 
for the year to June 30, 1947; — ‘e 

The protit for the year, after providi for 
taxation, depreciation and directors’ is 
£105,293, as against £77,007 a year ago, 
figures are not really comparable, as our 
accounts last year mainly reflected the finan. 
cial results of the transitional period after 
taking credit for £225,000 estimated ta 
relief. This year’s results include the final 
settlement of most of our war-time contracts, 

The total net assets of Ferranti, Limi 
amount to £1,636,742, which is repdanallll 
on the other side of the balance-sheet by the 
issued capital of £800,000, and the reseryes 
and surplus of £836,742, including the 
transfer of £60,000 to general reserve 
account recommended by the directors, and 
the excess profits tax post-war refund 
suspense account. The latter account re 
mains at the same figure as last year, 
£219,235. It is, of course, subject. to 
adjustment on final assessment of our liability 
in respect of excess profits tax for the whole 
of the chargeable accounting periods. 

LARGER NET PROFIT 

The consolidated statement of profit and 
loss shows a combined net profit for the year 
of £134,537 as compared with £98,170 for 
the year ended June 30, 1946. The ‘con- 
solidated palance sheet shows net current 
assets of £1,158,684 as compared with 
£878,489 a year ago, and an increase of 
£38,773 in fixed assets after depreciation. 
The considerable increase in the subsidiary 
companies’ stocks and debtors is occasioned 
by the marked expansion in their activities in 
the North American continent, and reflects 
their need of further working capital, which 
has been provided up to date by their bankers, 

The total net assets shown on the com 
solidated balance-sheet amount to £1,804,128 
compared with £1,704,295 a year ago, which 
is represented by the issued capital of 
Ferranti, Limited, of £800,000 and by re 
serves and surplus of £1,004,128. 

ALL DEPARTMENTS BUSY 

During the year the output of our com 
mercial departments has been doubled 
All departments have contributed to thi 
increase, both those producing transformers, 
electricity house-service meters and instrue 
ments for the electricity supply industry, 
and those producing § radio, television, 
domestic electric appliances and _ clocks 
for the general public, One-third of 
this output has been exported. Of our 
unexecuted orders for the electricity supply 
industry, 48 per cent. are for the overseas 
market. The total volume of our export 
orders shows an increase of two and three- 
quarter times over that of the last year be- 
fore the war, 

There has been more rearrangement of 
our manufacturing facilities, and in partic 
the giving up of a requisitioned factory i@ 
which we made valves and cathode ray tubes, 
The expedition with which this department 
was moved to our “Moston factory reflects 
high credit upon all concerned. Development 
work on radar navigational aids and certaim 
applications of electronic devices to industry 
have been concentrated in the Edinburgh 
factory. 

We are now faced with further rearrange> 
ments as the result of the concentration | 
heavy plant at the expense of el 
appliances. for the public. Consid 
capital expenditure will be involved to deal 
with the increasing demand for heavy plant. 
We are building a new transformer factory 
and also a new foundry. The Can 


company has increased its ‘output by 40 


cent. over the previous year. 2 
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TRINIDAD PETROLEUM- DEVELOPMENT 


COMPANY, 


LIMITED 


TRINIDAD OIL AND DOLLARS - 
MR KENNETH MOORE'S REVIEW 


The annual ordinary ral meeting of 
the Trinidad Petroleum Development Com- 
pany, Limited, was held, on the 23rd ultimo, 
at River Plate House, Finsbury Circus, 
London, E.C., Mr Kenneth A, Moore, 
E.C.A. (the chairman), presiding, 


The secretary (Mr J. Mytton) read the 
notice convening the meeting and the report 
of the auditors. 

The chairman said: Gentlemen, in times 
like the present we must count ourselves 
fortunate to be engaged as a company in 
work of vital importance not only to Trinidad 
but to this country and to the sterling area 
generally, for oil is in insistent demand all 
over the world and likely to be, and, as it 
can be shipped and sold for the currency of 
any country, it is in itself the equivalent of 
foreign exchange. In fact the oil which we 
produce is sold under our existing contract 
in terms of United States dollars and b 
reference to Gulf Coast export prices, whi 
are, in effect, world prices. 

Moreover, it is not only in the financial 
sense that Trinidad oil is of value. Trinidad 
occupies a strategic position of ever growing 
importance in an unsettled world of which 
that great oil-producing area, the Middle 
East, is a potential storm centre. 


EFFECT OF COAL SHORTAGE 


For all these reasons it is unfortunate that 
the pace at which we and others can develop 
in Trinidad, thousands of miles away, is 
adversely affected by the disappointing pace 
of coal production at home. When I 
addressed you a year ago I explained that 
the shortage of coal was delaying the pro- 
duction of British steel and engineering 
equipment which we urgently needed. It is 
now clear that inadequate output of coal has 
had a much more serious secondary effect. 

Largely because sterling will no longer buy 
coal (there being none available for export) 
sterling has become an unpopular currency. 
The consequent “ flight from sterling” has 
resulted in the premature exhaustion of the 
American Loan ; this in turn has precipitated 
the so-called dollar crisis both here and in 
Western Europe, whose recovery has been 
retarded for want, among other things, of 
British coal. 

I mention this sequence not as a matter 
of politics, but of economics and because it 
has repercussions on our superficially remote 
operations in Trinidad. We are having 
increasing difficulty in «© taining adequate 
supplies of British steel and engineering 
equipment and increasing difficulty in getting 
permits for dollars for American equipment 
to make good the shortage. I trust that the 
authorities will appreciate that dollars used to 
increase oil production in Trinidad will 
bring—like bread cast upon the waters—a 
rich return. 


THE YEAR’S RESULTS 


As you will have seen from the directors’ 
report, we have had a satisfactory year as 
regards drilling experience and production, 
The rise in Gulf Coast prices following the 
lifting of wartime price controls in the 
United States last summer has substantially 
imcreased our financial receipts, and in spite 
of mounting costs the balance available for 
reserves and dividends is larger this year. 
At the same time it has possible to 
compute our liabilities for taxation more 


accurately than in recent years. 
Out of the available profits we have 
in £200,000 by way. of transfer to 
reserve for future taxation and contingencies, 
and having done. this we feel able to recom- 


mend a modest increase in the final ordinary 
dividend, making the total for the year up to 
16} per-cent., free of tax, leaving £140,569 to 
be carried forward on profit and loss account. 


From. the balance sheet you will see that 
the total capital employed is of the order 
of "900,000, consisting of the share capital 
£1,200,000 and some {£700,000 of accumu- 
lated reserves and undistributed profits. In 
round terms this figure of £1,900,000 is 
represented as to £1,500,000 by fixed assets 
in the shape of our: properties and all the 
development work, buildings; plant and 
equipment which go to make an oilfield, and 
as to £400,000 by net current assets, repre- 
senting the excess of cash, tax reserve certi- 
ficates, etc., over current liabilities. 


The increase of £217,000 apparent in the 
balance sheet under the head of plant, build- 
ings, etc., is largely accounted for by the cost 
of the new electrical generating plant, while 
the increase of £52,000 under sundry credi- 
tors reflects a provision for the retrospective 
increase in Trinidad Government royalties 
at present under negotiation between the oil 
companies and the Government. The 
Governments of Trinidad and the United 
Kingdom continue, I need hardly say, to 
take the lion’s share of our revenue, while 
our shareholders take part of what remains 
and the whole of the risks. 


One can quite understand that the risks 
are sometimes forgotten, because only the 
successful oil companies survive, but it is 
a matter of history that Trinidad, like other 
oil countries, has been the graveyard of 
many companies and many millions of capital 
lost in the search for oil. ‘The few that 
survive deserve and sometimes reap a rich 
reward, but in the earning of it they make 
an immensely greater contribution to the 
community at large. 


OIL RESERVES 


You may have noticed recently in the 
newspapers references to what have been 
interpreted as gloomy statements about oil 
reserves in Trinidad. I can only speak 
for our own company of course, but our 
experience has been that as each year goes 
by and we increase our accumulated know- 
ledge of our field our confidence in the 
reserve position. has. been strengthened, in 
mes of the absence of any spectacular 

SCOVETIES. 


This is again the case in regard to the 
past year, during which a gravimetric survey 
has been carried out over the whole of our 
land areas. This has yielded extremely in- 
teresting results, which, however, have yet 
to be tested by actual drilling. 


TRINIDAD PRODUCTION COSTS 


Tt is, in. our case at any rate, not the 
reserve position which worries us, but the 
ever mounting costs of production coupled 
with the knowledge that for geological 
reasons the drilling involved in oil produc- 
tion in Trinidad is relatively greater, and 
therefore more expensive, per unit of pro- 
duction than in most important oi] producing 
countries. 


In Trinidad we have to keep on drilling 
well after well to find and tap the more 
or less disconnected pools of oil. In other 
more favoured countries the deposits of oil 
are in such extensive and continuous forma- 
tions that, once located, they only need 
comparatively few wells to secure immense 
and. sustained production, and additional 
wells are normally only required to increase 
the rate of flow from the same source. 
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bear in mind that if production costs, par- 

ticularly ‘those’ for wages’ and’ royalties, get 

unduly inflated. in times.ef, high world oil- 

prices, Trinidad oil may well have difficulty 

in ponncing in world markets if and when 
FUTURE DEVELOPMENT 


Mr Tweed and. I have both been. out 
to Trinidad this year. You may rest assured 
that the company’s affairs out, there are well 

ed ahd in excellent shape. If is clear 
that years of development work lie ahead 
of us. Our. present production operations 
are confined to about one-third of the 
mainland area over. which we hold oil rights. 
and the gravimetric survey to. which I have 
already referred, together with a. geological. 
sr Ey ceaenee out recently in what..we call 
the Moruga area—an area of several thousand 
acres about 30 miles east of our main opera- 
tions——lead. us to think that a major effort 
is called for in that hitherto undeveloped 
part. of our. territory. 


Then there is the question of the marine 
areas. One of the exploratory wells now 
being drilled—that at Erin near the seashore 
—is intended to go down to 10,000 ft. and 
will, we hope, give us useful information in 
this connection. As you can imagine, the 
technical difficulties and expense of drilling 
down nearly two miles are very great, and 
it requires, in addition to human skill and 
ingenuity, a formidable array of highly 
specialised engineering and drilling equip- 
ment and large quantities of steel for drill 
pipe and casing. 

The pace at which we can proceed with 
all this work of development depends upen 
our ability to get delivery of machinery and 
steel, and I have already indicated the diffi- 
culties. in that connection, 


TRIBUTE TO STAFF AND WORKERS 


I am sure you will wish to be associated 
with the directors in expressing thanks to all 
who work for the company for their contri- 
bution to the success of our operations during 
the past year. I desire to place on record also 
our rete gratitude to our staff and many 
loyal workers in Trinidad for having main- 
tained production during the disorders early 
this year in face of very difficult circum- 
stances. 


In this. connection; you. will be glad to 
know that the increasing prosperity of our 
enterprise enables us to.pursue an en- 
lightened policy in regard to the medical and 
welfare services available to our staff and 
workmen and their” families.” “These have 
been substantially improved in recent years 
and we have now embarked on a scheme for 
a model village at Santa Flora at which, in 
the first instance, 54 workmen’s houses of 
various types are to be erected, and if the 
company continues to prosper we look fer- 
ward to sustained progress along these lines. 


The chairman, in reply to a question, said 
that the oil which they produced was scld 
under contract by reference to its analytical 
content. Gulf Coast export prices were 
quoted under various heads an! the company 
sold on what was known as-the gasoline, gas- 
oil and fuel-oil content. In other words, 
they were paid accurate market prices for the 
exact things which they produced and sold. 


The report and accounts were unani- 
mously adopted and the recommended pay- 
ment of a final dividend on the ordinary 
stock of 123 per cent., tax free, making 16} 
per cent., tax free, for the year was approved. 


The retiring director, Mr Kenneth A. E. 
Moore, F.C.A., was re-elected; and the 
auditors, Josolyne Miles Page and 
Co., were reappointed. 

Thé proceedings terminated with a vote 
of thanks to the chairman, directors and staff 
in Trinidad and at home, which was carried 
by acclamation. 
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COMPANY MEETINGS 


CAWOOD WHARTON AND COMPANY, 
LIMITED | 
SATISFACTORY RESULTS 
DIVIDEND OF 125 PER CENT. 
MR. E. W. TOWLER’S REVIEW 


The twenty-fifth ordinary general meeting 
of Cawood Wharton and Company, Limited, 
was held, on the 29th ultimo, at the Great 
Northern Hotel, Leeds, Mr Eric W. Towler, 
the chairman, presiding. 

The secretary (Mr Edward Binks) read the 
notice convening the meeting and the report 
of the auditors. 

The following is the chairman’s statement 
circulated with the report and accounts :— 

This is my first statement to you since the 
company was converted to a public company 
in April of this year, and as the accounts 
under review are for the year ended March 31, 
1947, it might be appropriate at the outset 
to refer to the changes in the capital structure 
which have taken place since that date. 

In April of this year the authorised capital 
was ‘increased by the creation of 200,000 
Four and a-Half per cent. “B” Cumulative 
Preference shares of £1 each. 20,000 of these 
shares were absorbed by the conversion of the 
20,000 Seven per cent. Redeemable Cumu- 
lative Preference shares of £1 each, 152,000 
were offered to the public at par (which it is 
gratifying to note were heavily oversubscribed, 
the issue attracting applications amounting to 
£1,457,800), leaving a balance of 28,000 
unissued shares. At the same time a placing 
of 10,000 Ordinary shares of {1 each was 
arranged ; on June 25, 1947, the Four and 
a-Half per cent. “B” Cumulative Preference 
shares and the 24,650 issued Ordinary shares 
of £1 each were converted to stock, the 
Preference stock being transferable in units 
of £1, the Ordinary stock in units of ls. 

You will see on the following pages that 
we show the balance-sheet and profit and 
loss account of the parent company, followed 
by a consolidated balance-sheet and profit and 
loss account of Cawood Wharton and Com- 
pany, Limited, and its subsidiary companies. 
All the subsidiary companies are wholly 
owned and their trading results have, there- 
fore, been included in the parent company’s 
profit and loss account. - 


PROFITS AND DIVIDENDS 


The profit of the group is £84,324, from 
which has been deducted £28,108, reserved 
for depreciation and amortisation, and direc- 
tors’ fees £830, leaving a profit, before taxa- 
tion, of £55,386. £24,879 has been reserved 
for taxation, to imciude imcome-tax and 
N.D.C. on the profits for the year ended 
March 3ist, 1947, and profits tax in respect 
of the preposed dividends, and the balance 
together with the amount of £16,425, brought 
forward from the previous year’s accounts, 
leaves £46,932 available for appropriation. 
Dividends on Preference shares absorb 
£2,170 ; £1,500 is transferred to Preference 
share redemption reserve account (this will 
not be required in the future} and it is pro- 
posed to pay a dividend of 125 per cent., less 
Income-tax, on the Ordinary shares, which 
will absorb £16,947, leaving a balance to 
carry forward to next year of £26,315. 

_ The group profits of £55,386 (after depre- 
ciation and amortisation of £28,108, which 
in the opinion of the directors is a generous 
reserve) are in excess of the average for the 
five years to March 31, 1946, referred to in 
the prospectus. These results cam be re- 
garded as satisfactory, particularly in view 
of the abnormal weather experienced in 
February and March last. The amount pro- 
posed to be distributed to the i 
stockholders as dividend on the issued capital 


- son and 


represents only a modest return on the much 
greater figure of capital actually employed 
within the group. 


CONSOLIDATED BALANCE SHEET 


The issued capital of £72,650 is of course 
before the changes in the capital structure to 
which I have referred earlier. The reserve 
for Preference share redemption is no longer 
required as the Redeemable Preference 
shares have meantime been converted. The 
amount of £16,500 standing to the credit of 
this account, which has been reserved out of 
profits, has therefore been added to the 
general reserves of £22,773 (being appropria- 
uons over a period from profit and loss 
account) making a total of £39,273. Capital 
reserves at £40,305 represent profits on sales 
of plant and equipment, profits on surrender 
of the debenture sinking fund policy, and 
profits on repayments of debentures in sub- 
sidiary companies. 

Plant and equipment has increased during 
the year from £165,749 to £205,157 in pur- 
suance of the company’s policy of moderni- 
sation and mechanisation, and includes addi- 
tions, less sales, during the year of £64,108 ; 
the plant and equipment continues to be well 
maintained. Trade investments at cost, at 
£5,454, are lower by the sale of shares in 
associated companies during the year—to- 
day’s value being in excess of the amount at 
which they are shown. The excess of current 
liabilities over current assets of £10,296 does 
not take into account the proceeds of the 
Preference share issue which was made sub- 
sequent to the date of this balance-sheet. 


FUTURE PROSPECTS 


While we are dependent upon our suppliers 
to a large extent for deliveries, the Board is 
continuing to pursue a progressive policy of 
expenditure on capital equipment, designed 
to increase the productive capacity, and 
towards a still greater degree of mechanisa- 
tion. 

The results for the current year, already 
so far advanced, show material improvement 
over the corresponding period of the year 
under review, and it can reasonably be 
expected that the group profits for the year 
ending March next should exceed those of 
the previous year ; the North-Western group 
of quarries is now making a satisfactory 
contribution to the profits. 

The general economic situation makes it 
impossible to forecast very far into the 
future ; who can tell whether we shall be 
permitted to make our contribution towards 
the housing problem—to export British coals 
—or indeed on what scale we chall be per- 
mitted to continue to engage in any one of 
the activities we presently pursue? Our 
interests are, however, so widely diversified, 
our organisation so flexible and efficient, that 
I feel confident we should be able to meet 
the problems that most surelv lie ahead. 

The greatest credit and thanks are due to 
our management, staff, foremen and work- 
people for their loyal and efficient services, 
under conditions which during the year under 
review were particularly difficult and exacting. 

The report and accounts were adopted ; 
the proposed a - rey ved ; the 
retiring directors, - M. B. Burnyeat and 
Mr Roland Thompson, were re-elected, and 
the auditors, Messrs Knox Burbidge Hender- 
>» Were reappointed. 


FERRANTI, 
OUTPUT DOUBLED 
The forty-second ordinary sie 
of Ferranti, Limited, was h the 23, 
ultimo, at Kern House, London, W.C_ 
V. Z. de Ferranti, M.C., M.LE.E., chat: 
and managing director, presiding. = 
The following is an extract from his state. 
ment circulated with the report and accounts 
for the year to June 30, 1947: — : 
The profit for the year, after providing for 
taxation, depreciation and directors’ ae 
our 





£105,293, as against £77,007 a year ago, 
figures are not really comparable, as 
accounts last year mainly reflected the finan. 
cial results of the transitional period after 
taking credit for £225,000 estimated taxation 
relief. This year’s results include the final 
settlement of most of our war-time contracts, 

The total net assets of Ferranti, Limi 
amount to £1,636,742, which is conten 
on the other side of the balance-sheet by the 
issued capital of £800,000, and the 
and surplus of £836,742, including the 
transfer of £60,000 to general reserve 
account recommended by the directors, and 
the excess profits tax post-war refund 
suspense account. The latter account m. 
mains at the same figure as last 
£219,235. It is, of course, subject 
adjustment on final assessment of our liability 
in respect of excess profits tax for the whole 
of the chargeable accounting periods, 

LARGER NET PROFIT 

The consolidated statement of profit and 
loss shows a combined net profit for the year 
of £134,537 as compared with £98,170 for 
the year ended June 30, 1946. The con- 
solidated palance sheet shows net current 
assets Of £1,158,684 as compared with 
£878,489 a year ago, and an increase of 
£38,773 in fixed assets after depreciation, 
The considerable increase in the subsidiary 
companies’ stocks and debtors is occasioned 
by the marked expansion in their activities in 
the North American continent, and reflects 
their need of further working capital, which 
has been provided up to date by their bankers, 

The total net assets shown on the com 
solidated balance-sheet amount to £1,804,128 
compared with £1,704,295 a year ago, which 
is represented by the issued capital of 
Ferranti, Limited, of £800,000 and by re 
serves and surplus of £1,004,128. 

ALL DEPARTMENTS BUSY 

During the year the output of our com 
mercial departments has been doubled, 
All departments have contributed to this 
increase, both those producing transformers, 
electricity house-service meters and instru 
ments for the electricity supply industry, 
and those producing radio, television, 
domestic electric appliances and clocks 
for the general public, One-third of 
this output has been exported. Of ouf 
unexecuted orders for the electricity supply 
industry, 48 per cent. are for the overseas 
market. The total volume of our export 
orders shows an increase of two and three 
quarter times over that of the last year be 
fore the war. 

There has been more rearrangement of 
our manufacturing facilities, and in particular 
the giving up of a requisitioned factory im@ 
which we made valves and cathode ray tubes, 
The expedition with which this department 
was moved to our Moston factory reflects 
high credit upon all concerned. poe 
work on radar navigational aids and certain 
applications of electronic devices to indus 
have been concentrated in the Edin h 
factory. i 

We are now faced with further rearrange- 
ments as the result of the concentration. 
heavy plant at the expense of el 
appliances. for the public. Consid 
capital expenditure will be involved to 
with the increasing demand for heavy 







We are building a new transformer factof 
and also a new foundry. The Canadia 
company has increased its output by 40 pt 
cent. over the previous year. “ 

The report was i 


adopted. 
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TRINIDAD PETROLEUM: DEVELOPMENT 


COMPANY, 


LIMITED 


"TRINIDAD OIL AND DOLLARS 
MR KENNETH MOORE’S REVIEW 


The annual ordinary — meeting of 
the Trinidad Petroleum Development Com- 
pany, Limited, was held, on the 23rd ultimo, 
at River Plate House, Finsbury Circus, 
on, E.C., Mr Kenneth A, Moore, 
E.C.A. (the chairman), presiding, 
The secretary (Mr J. Mytton) read the 
notice convening the meeting and the report 
of the auditors. 


The chairman said: Gentlemen, in times 
like the present we must count ourselves 
fortunate to be engaged as a company in 
work of vital importance not only to Trinidad 
but to this country and to the sterling area 
generally, for oil 1s in insistent demand all 
over the world and likely to be, and, as it 
can be shipped and sold for the currency of 
any country, it is in itself the equivalent of 
foreign exchange. In fact the oil which we 
produce is sold under our existing contract 
in terms of United States dollars and b 
reference to Gulf Coast export prices, whic 
are, in effect, world prices. 

Moreover, it is not only in the financial 
sense that Trinidad oil is of value. Trinidad 
occupies a strategic position of ever growing 
importance in an unsettled world which 
that great oil-producing area, the Middle 
East, is a potential storm centre. 


EFFECT OF COAL SHORTAGE 


For all these reasons it is unfortunate that 
the pace at which we and others can develop 
in Trinidad, thousands of miles away, is 
adversely affected by the disappointing pace 
of coal production at home, When I 
addressed you a year ago I explained that 
the shortage of coal was delaying the pro- 
duction of British steel and engineering 
equipment which we urgently needed. It is 
now clear that inadequate output of coal has 
had a much more serious secondary effect. 


Largely because sterling will no longer buy 
coal (there being none available for export) 
sterling has become an unpopular currency. 
The consequent “ flight from sterling” has 
resulted in the premature exhaustion of the 

rican Loan ; this in turn has precipitated 
the so-called dollar crisis both here and in 
Western Europe, whose recovery has been 
retarded for want, among other things, of 
British coal. 


I mention this sequence not-as a matter 
of politics, but of economics and because it 
has repercussions on our superficially remote 
operations in Trinidad. We are having 
increasing difficulty in obtaining adequate 
supplies of British steel and engineering 
equipment and increasing difficulty in getting 
permits for dollars for American equipment 
to make good the shortage. I trust that the 
authorities will appreciate that dollars used to 
increase oil production in Trinidad will 
bring—like bread cast upon the waters—a 
rich return. 


THE YEAR’S RESULTS 


As you will have seen from the directors’ 
report, we have had a satisfactory year as 
regards drilling experience and production. 
The rise in Gulf st prices following the 
ifting of wartime price controls in the 
United States last summer has substantially 
imcreased our financial receipts, and in spite 
of mounting costs the balance available for 
reserves and dividends is larger this year. 
At the same time it has been possible to 
compute our liabilities for taxation more 
accurately than in recent years. 

Out of the available profits we have 
ploughed in £200,000 by way of transfer to 
reserve for future taxation and contingencies, 
and having done. this we feel able to recom- 


mend a modest increase in the final ordinary 
dividend, making the total for the year up to 
16} per cent., free of tax, leaving £140,569 to 
be carried forward on profit and loss account, 


From, the balance sheet yeu will see that 
the total capital employed is of the order 
of £1,900,000, consisting of the share capital 
£,1,200,000 and some £700,000 of accumu- 
lated reserves and undistributed profits. In 
round terms this figure of £1,900,000 is 
represented as to £1,500,000 by fixed assets 
in the shape of our properties and. all the 
development work, buildings, plant and 
equipment which go to make an oilfield, and 
as to £400,000 by net current assets, repre- 
senting the excess of cash, tax reserve certi- 
ficates, etc., over current liabilities. 


The increase of £217,000 apparent in the 
balance sheet under the head of plant, build- 
ings, etc., is largely accounted for by the cost 
of the new electrical generating plant, while 
the increase of £52,000 under sundry credi- 
tors reflects a provision for the retrospective 
increase in Trinidad Government royalties 
at present under negotiation between the oil 
companies and the Government. The 
Governments of Trinidad and the United 
Kingdom continue, I need hardly say, to 
take the lion’s share of our revenue, while 
our shareholders take part of what remains 
and the whole of the risks. 


One can quite understand that the risks 
are sometimes forgotten, because only the 
successful oil companies survive, but it is 
a matter of history that Trinidad, like other 
oil countries, has been the graveyard of 
many companies and many millions of capital 
lost in the search for oil. The few that 
survive deserve and sometimes reap a rich 
reward, but in the earning of it they make 
an immensely greater contribution to the 
community at large. 


OIL RESERVES 


You may have noticed recently in the 
newspapers references to what have been 
interpreted as gloomy statements about oil 
reserves in Trinidad. I can only speak 
for our own company of course, but our 
experience has been that as each year goes 
by and we increase our accumulated know- 
ledge of our field our confidence in the 
reserve. position. has. been strengthened, . in 
spite of the absence of any spectacular 
eee 


This is again the case in regard to the 
past year, during which a gravimetric survey 
has been carried out over the whole of our 
land areas. This has yielded extremely in- 
teresting results, which, however, have yet 
to be tested by actual drilling. 


TRINIDAD PRODUCTION COSTS 


It is, in our case at any rate, not the 
reserve position which worries us, but the 
ever mounting costs of production coupled 
with the knowledge that for geological 
reasons the drilling involved in oil produc- 
tion in Trinidad is relatively greater, and 
therefore more expensive, per unit of pro- 
duction than in most important oil producing 
countries. 


In. Trinidad we have to keep on drilling 
well after well to find and tap the more 
or less disconnected pools of oil. In other 
more favoured countries the deposits of oil 
are in such extensive and continuous forma- 
tions that, once located, they only need 
comparatively few wells to secure immense 
and sustained production, and additional 
wells are normally only required to increase 
the rate of flow from the same source. 


741. 


I : be 9 th 
ok teeta, 


bear in mind that if production costs, par- 
ticularly /those “for wages’ and’ royalties, get 
unduly inflated. in times.of high world oil- 
prices, Trinidad oil may well have difficulty 
in comecting in world markets if and when 
prices fall. : , 


FUTURE DEVELOPMENT 


Mr. Tweed and. I have -both been. out 
to Trinidad this year. You may rest assured 
that the company’s affairs out there are well 
managed and in excellent shape. It is clear 
that years of development work lie ahead 
of us. Our present production opezations 
are. confined to about one-third of the 
mainland area over which we hold oil rights 
and the gravimetric survey to. which I have 
already referred, together with a geological 
spe ICANN out recently in what.we call 
the Moruga area—an area of several thousand 
acres about 30 miles east of our main opera- 
tions—lead us to think that a major effort 
is called for in that. hitherto undeveloped 
part of our. territory. 


Then there is the question of the marine 
areas. One of the exploratory wells now 
being drilled—that at Erin near the seashore 
—is intended to go down to 10,000 ft. and 
will, we hope, give us useful information in 
this connection. As you can imagine, the 
technical difficulties and expense of drilling 
down nearly two miles are very great, and 
it requires, in addition to human skill and 
ingenuity, a formidable array of highly 
specialised engineering and drilling equip- 
ment and large quantities of steel for drill 
pipe and casing. 

The pace at which we can proceed with 
all this work of development depends upon 
our ability to get delivery of machinery and 
steel, and I have already indicated the diffi- 
culties. in that connection, 


TRIBUTE TO STAFF AND WORKERS 


I am sure you will wish to be associated 
with the directors in expressing thanks to all 
who work for the company for their contri- 
bution to the success of our operations during 
the past year. I desire to place on record also 
our particular gratitude to our staff and many 
loyal workers in Trinidad for having main- 
tained production during the disorders early 
this year in face of very difficult circum- 
stances. 


In this. connection; you will be glad to 
know that the. increasing prosperity of our 
enterprise enables us to. pursue an en- 
lightened policy in regard to the medical and 
welfare services available to our staff and 
workmen “and their” families. “ These have 
been substantially improved in recent years 
and we have now embarked on a scheme for 
a model village at’ Santa. Flora at which, in 
the first instance. 54 workmen’s houses of 
various types are to be erected, and if the 
company continues to prosper we look for- 
ward to sustained progress along these lines. 


The chairman, in reply to a question, said 
that the oil which they produced was sold 
under contract by reference to its analytical 
content... Gulf Geast export prices were 
quoted under various heads ani the company 
sold on what was known as.the gasoline, gas- 
oil and fuel-oil content. In other words, 
they were paid accurate market prices for the 
exact things which they produced and sold. 


The report and accounts were unani- 
mously adopted and the recommended pay- 
ment of a final dividend on the ordinary 
stock of 12? per cent., tax free, making 16} 
per cent., tax free, for the year was approved. 


The retiring director, Mr Kenneth A. E. 
Moore, F.C.A., was re-elected; and the 
auditors, Messrs Josolyne Miles Page and 
Co., were reappointed. 

The proceedings terminated with a vote 
of thanks to the chairman, directors and staff 
in Trinidad and at home, which was carried 
by acclamation. 
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HORLICKS, LIMITED 


FINANCIAL STRENGTH 
MAINTAINED 


The ordinary general meeting of Horlicks, 
Limited, was held, on the 29th ultimo, at 
Slough. 

Lt.-Col. J. N. Horlick, O.B.E., M.C., the 
chairman, in the course of his speech, 
said :— 

The difficulties which have confronted 
industry as a whole during the period under 
review are too well known to need emphasis 
in any icular direction, but it is a source 
of satisfaction to the other members of the 
Board and myself that we are able, in spite 
of these difficulties, to present to you a state- 
ment of financial strength fully maintained. 
The operations of the year have resulted in 
an appreciable increase in the total of our 
current assets, which I consider satisfactory. 
This, together with rather lower current 
liabilities, has made it possible to achieve an 
addition to our liquid resources of quite 
useful proportions. With trading conditions 
throughout the world as difficult as they are 
to-day the preservation of liquidity assumes 
even gfeater importance, 

The net trading balance is somewhat 
higher than last year’s figure after making 
adjustment for excess profits tax reserve, and 
this is brought about mainly by a consider- 
able increase in the volume of our overseas 
trade which has enabled us fully to offset 
the higher costs I mentioned last year. The 
amount available after taking into account the 
balance brought forward from the previous 
year is £350,476. 


OVERSEAS MARKETS 


In view of the over-riding importance at 
the present time of our overseas markets, Mr 
Weathersbee, together with some of the 
executives, went on and has recently returned 
from a world tour which enabled him to 
study, on the spot, present conditions in so 
far as they apply to our products, The markets 
visited were India, Ceylon, Malaya, Dutch 
East Indies, Australia, New Zealand, Hawaii, 
U.S.A. and the African Continent. Changes 
were made and new policies adopted, which 
it is expected will produce better results and 
enable us to solve the many problems created 
by the present fluid state of world conditions 
in general. In the U.S.A. particularly, a 
strong selling force has been established 
which is already showing some results, but 
it is not necessary to emphasise to you the 
difficulties with which we have to contend in 


frustration, changed ideas in regard to pro- 
gressive business enterprise, of raw 
materials and delays in new 


and, as the accounts have shown, my - 
mism was justified. From the to 
for the current year I could again be opti- 
mistic, but I feel less assured about the 
future. Our business is a global one and 
world troubles affect our overseas sub- 
sidiaries to an extent which, if prolonged, 
could have a serious effect on our trading. 
You may, however, be assured that no effort 
will be spared by those concerned in the 
direction and operation of your company to 
ensure the successful continuance of its hes 
history of service and prosperity. 

The report was adopted, and a final divi- 
dend of 164 per cent. actual, less income 
tax, was approved. 


CITY OF SAN PAULO 
IMPROVEMENTS AND 





FREEHOLD LAND COMPANY ’ 


LIMITED 
EXPANDING SALES 


The thirty-fifth ordinary general meeting 
of this company, was held, on the 29th ultimo, 
in London, Mr R. G. Mills, the chairman, 
presiding. 

The following is an extract from his cir- 
ones statement for the year to February 28, 

On the assets side of the balance-sheet 
the amount representing freehold land has 
been reduced from £258,847 to £253,297 by 
reason of sales made during the year. Offers 
of additional land were examined during the 
year, but no business resulted. Other proper- 
ties are being examined for possible purchase. 
In the opening weeks of the year under 
review a plan for the development of part of 
our Pinheiros property was approved by the 
municipality, and within a short period it 
was all sold. During the remainder of the 
year we awaited approval of the next section, 
but even so the total sales for the year ex- 
ceeded those of the preceding year by nearly 
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item “ ts” rep ha 
tlance of expenditure on, rode, ange 
etc., amounts against sales, ; 
stands at £54,773. — ; 
The amounts receivable from 


than £2,000,000. The i 
carry interest at an average rate 
cent. per annum, and such interest represents. 
an important proportion of the company’s 
eae All our ee ne that. 
may pay some instalments. 
in advance, and may liquidate his account. 
at any time with the benefit of a i 
rate of discount. The amount of these 
advance payments has remained 
during the past three years, with a t 
increase during the year under review. These 
debtors’ balances are in effect secured upon 
the land in that title is not conveyed to the 
purchaser until the last instalment has been 
paid, 
SATISFACTORY POSITION 

The company’s financial position is satis: 
factory. During the financial year under res 
view two remittances totalling £150,000 have: 
been received. At the date of the balance: 
sheet the available. resources in London 
included £90,000 Savings Bonds and cash 
at bank of £133,248, and the net current. 
assets amounted to £82,000. Part of this has 
since been used in redeeming the debenture. 
stock. In San Paulo the cash balance was the 
equivalent of £221,000, of which £82,000 was 
due to be deposited with the Banco do Brasil 
or otherwise frozen. Out of the balance of 
£139,000 we have applied for a remitt 
and since the closing of the accounts £100. 
has been received. 

The profit realised in San. Paulo, aftet 
adjustments made in London, amounted .t0 
£157,820 (compared with £132,968 last year), 
notwithstanding further increases in adminis- 
trative charges. The net profit for the year, 
after charging interest on debenture stock 
(but not debenture stock sinking fund, as the 
stock has now been paid off), and after 
charging interest and sinking fund service of 
the Income stock, amounted to £129,032, 
compared with £89,227 last year. The com- 
pany’s business is in a healthy condition, and 
during the current year sales have been 
greater than in the whole of the year under 
ae dogndd adit the propel 

_The report was a and the pro 
dividend of 16% per cent., free of tax, was 
approved. 





NOTICES 


DOMINION OF CANADA 
THREE-AND-A-QUARTER PER CENT REGISTERED STOCK 1958-63 


the Interest Warrants dye Jafiuary 1, 
TRUCK on the eyening of December 1, 


For the purpose of preparin 
1948, the BALANCES will be 


PRooverion CONTROL Manager is required by North London Com- 


nature, and some t 


Appligant should have ha 


pany engaged in a —oneeaeses of Furniture and Woodware, 

experience in the production control depart- 

ment of a large ppemiontion, or have been employed on work of similar 
eoretical, or practical training in statistical meth 

The outstanding characteristics required are a clear appreciation | 

production statistics and an ability to control staff. 


The position is @ 
wards 


1947, after which date the Stock will be transferred ex-dividend. ; Pensionable one and the commencing salary will be £600 up 


For BANK OF MONTREAL. Financial Agents of the Dominion of 


Canada in London, 


47 Threadneedle Street, E.C.z. November 








For the purpose of preparin 
1948, the BALANCES will be 


For the Bank of Montreal, 


A. D. HARPER, Manager 
1947 

PROVINCE OF QUEBEC 
FOUR-AND-A-HALF PER CENT REGISTERED STOCK 1954 - 
the Interest Warrants due January 1, 


RUCK on the evening of December 1, 
1947, after which date the Stock will be transferred ex-dividend, 


D. HARPER, Manager 
47 Threadneedle Street, E.C.2.. November 1, 1947 








PROVINCE OF NEW BRUNSWICK 
FOUR PER CENT RBGISTERED STOCK 1949 
the Interest Warrants due January 1, 
RUCK on the eveni of December 
1947, after which date the Stock will be transfer 
For Bank of Montreal, 


A. D. HARPE Manager 
47 Threadneedle Street, “.C.2. November 1, 1947 eg: 


For the purpose of preparin 
1948, the BALANCES will be 


— ————- ——--————_———— | accounts, costing, and off 
WORKING MEN’S COLLEGE qualiGcatienh, enpertence. ana 
CROWNDALE ROAD, N.W.1. . NG woman, ma 
¥, Sth November, at 9 p.m, Professor 


Free Public Lecture, Thursda 
D, W. Brogan on “ The United 








experience.—Box 593 


ex-dividend. 


according to qualifications and experience.—Box 596 


COMPLETE SET of bound Economists, 1940-1946, for sale. Offers 
x b 


HIEF Accountant and Office Manager 
firm §8.E. London. Industrial experience, 


on or research,—Box 


VV Anrep immediately, to undergo training for two to three years to 
qualify for well paid executive positions, six men of ability and 
drive, on resettlement leave, or expecting demobilisation shortly 

not be more than 25 years old and have passed 
equivalent examination. 


School Cesrtificateor 


Preference given to Public School Men, Pay 
during training £300 to £350. Substantial increase given later to suc- 


cessful. trainees. No previous experience necessary.—Applications ‘to 

Training, Manager, Lotus Ltd., Shoe Manufacturers, Stafford. , 
ECRETARY-ACCOUNTANT (EIRE). Responsible position with 
excellent prospects available in large o 


Accountant, Only qualified men with outstan bility need apply.~ 
Reply in confidence to Box. 595. ne ney: eek se E 


Youns MAN, 24, studying for B.Sc. (Bcon.), seeks interesting and 
useful work leading to executive position. Considerable commercial 


cence aon 
mec 
ce organisation essential. State age, education, 





nll 


OUNG woman, married, B.Sc. (Econ.) Hons., several years’ @& 


ex 
arte administration Sort Dept.. seeks suitable post in adminis 





jisation, for Secretary: 
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HE ECONOMIST, November 3, 1947 


GOVERNMENT RETURNS 


For the week ended October 25, 1947, 
total ordinary revenue was 81,135,689, 
against ordinary expenditure of {38,054,194 
and issues to sinking funds £100,000. Thus, 
including sinking fund allocations of £9,149,891 
the surplus accrued since April Ist is 
{229,917,990 against a deficit of £486,077,462 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 


—— 


Exchequer 
eee (£ thousand) 
Revenue | mate, | “E™ | AE" | week | Week 
1947-48) to to ended | ended 
Oct. | Oct. | Oct | Oct. 
| 26, 25, | 26, | 25, 
|_| 1946 | 1947 | 1946 | 1947, 
~~ ORDINARY | : 4 
REVENUE 
Income Tax ..... '1073000) 459,974) 420,352) 11, 578) 13,698 
Sur-tax --*") 90,000! 17.982, 20,905 400 ‘600 
Estate, etc, Duties 155,000) 79,763) 93,869) 2420) 3,000 
Stamos... .... sh. | 57,000) 19. 510; 27,980, 1,605 950 
ND. | 02 | 19.372) 21.270 465) 2,100 
EPT.. 000} 38 él? 145.348) 6,400 3.100 


Other Inland ind | 1,000, 168} -115} "10," 


Total Inland Rev. 1568000. 791,388 729,838 22,878! 23.448 














Cut... 736,960, 334,913 440,493 6 sa 10,498 
a....... 3 eamrge ee <— 15,000 


Total Customs & 



































Excise ........ 1380000 644,313 755,493 21 1912) 25,498 
Motor Duties ....| $0,000) 10,413; 11 (269) 

Surplus War Stores} 95,000) 63,233) 122,278, “ios 15,883 
Surplus = Receipts 

from Trading .. $6,000}. SOATS <6 
Post Office (Net! 

Receipts) ...... 1 ee a A 650) 80} 1) 80 
Wireless Licences.} 11, 1000 3,070) 3,97 i Lene 
Crown Lands .... 610 450) 160) .. 
Receipts from) 

Sundry Loans. | 21, 000; 9, 247 1%, 705 < 1,000 
Miscell, Receipts. .| 270,000, 20,901) 187,688) eal 15,227 

ideale i 
Total Ord. Rev.. . 3451000/1544824) 11658947) 47, a 81,156 
Seir-BaLANCING | 
Post Office....... 144,230) 68,700) 76 ba 1 1609 2,920 
Income Tax on 

E.P.T. Refunds) 49, 000. 120, 876) 13, m7 3 146 282 

Me... s5%3 ES 50,562) 84,338 

Issues out of the Exchequer 

to meet payments 
. a! thousand) 
ae 1 — 
a |“ Week | Week 
1947-48) | 0 ended 

Oct. Oct. Oct. | Oct 

26, 25, 26, 25, 

oa = 1946 | 1947 | 1946 | 1947 

ORDINARY | 





EXPENDITURE 
lat. & Man, of 





sl 2,794 





Nat. Debt...., 525,000! 286,271) 298.608) 
Payments to N. i 

freland eee 9.896 12,346 696 964 
Issue to Nat. Land | 

Fund eeews | on 60,000... aoe eo 
Other Cons. Fund! 

Services .......] 8,000) 3,891, 3,712) 233) 235 

ii atte pai een, oat Pat ase 

Tee. | 556,000) 350,058 314,665) 3,495] 3,994 
Supply Services . .|2635114) 1671988 1305214, 49 ,960| 34,060 34,060 


— Aoi aes nti) 





Total Ord. Exp.. ./3191114) = pees 53,455) 38,054 


SeLe-BALANCING | 


Office .. 5...) | 144,230 a con 1, 2,920 
Income Tax 


E.P-T. Refunds 49,000) 120, a 13,477) 1,746) 282 
Total ........... ‘S5e3304) aiiez 17102 56,801 41,256 













After decreasing Exchequer balances by £4,556 to 
£3,077,458 the other operations tor the week decreased 
the gross National Debt by £27,845,945 to £25,777 million. 


NET ISSUES (£ thousand) 


P.O. and Telegraph... .... chee tendanee seine nie ee 
E.P.T. Refunds . 


Coal Industry. Nationalisation Act, 1946, Sec. 1 (1) 5,000 


Local erg oro 1945, Sec. 3. (2).... 4,500. 


sad Wee ae Cedi ee 


War Damage : 
Finance Acts, sank 


15,141 








~ Statistical Summary 


CHANGES IN DEBT (£ thousand) 
Net REePayMENTS 























x Det Bonds .. . 1,110 | Treasury Bills .... 23,1¢4 
Debt :— Nat. Savings Certs. 400 
Gea 29,746 3% Def. Bonds... 2,338 
External ...... - 2,481 % Ter. Annuities 1,446 
Tax Res. Certs.... 1,175 
Ways & Means Ad- 
varbbses te ess 52,190 
Treasury Deposits 500 
33,337 61,183 
* Including {1,655,000 paid off on maturity. 
FLOATING DEBT 
(£ million) 
Ways and 
Treasury Mes 
Bills Advances Trea- 
sury | Total 
bos fl CT TL ee eee 
Bank | Posts | ing 
Tender| Tap | Public} of | pidks | Dt 
ap Depts. | Eng- Banks 
land 
ne | | | 
~? be | 0 | 2532-2) 425-3 one 1743-0 | 6720-5 
July = | 2180-0 2503-1) 3528-9 « +1408-5| 6420-5 
r= 26 )2180- Q | 2493-4) 270-9 ; 1408-5) 6352-8 
Aug. 2 | 2180-0 2470-4; 317-7 2 5 | 1400-5 | 6371-0 
i 9 | 2180- 0 | 2424-0) 8-4 3-5 | 1400-5/ 6356-4 
»» 16 | 2180-0 | 2428-2) 336-7 1:75 | 1380-5 6337-1 
» 234 2180-0 2467- 9) 33-9 9-75 | 1350-5) 6345-1 
» wi 1 2190. 0 | 2428- *5| 339-8 | 4-75 | 1323-0) 6286-1 
Sept. 6 | 2190-0 | 2466-4/| 369-6 4-75 | | 1304- 0) 6334-8 
» 13/| 2190-0 2499°9 | 357-2 4°25 | 1296-5 | 6347-7 
» 20 | 2190-0) 2533-0 | 327-7 8-0 1299-0 | 6357-6 
26 | 2190-0 | 2557-1 | 322-3 | 1292- 5 | 6361-9 
Oct, 4 | 2200-0 | 2534-8 | 363-9 | 19-8 | 1267-0). 6385-4 
sw Al | 2220-0 | 2561-7) H43-2 | 20-3 | 1255-5 5 | 6398-6 
» 18 | 2230-0 | 2584-7) 362-8 2-0 | 1253: *0} 6432-5 
» 25) | 2230- 9 2561- * 332-6 «+ | 1252-5) 6376-6 
i 


i 


TREASURY BILLS 











(£ million) 

Per 

Amount —_— Cent. 

Date of op Allotted 
Tender in ied| of Allot at 
ttevedi PpHed' a liotted ment Min. 

es pes Yo Rate 

196 | ; ae 

Oct. 35 170-0 | 2624 | 160-0} 10 2-03 | 52 
Joly. 25} 160:0 | 292-4 | 160-0 | 10 1-24 40 
Aug. 1] 160-0 | 287-9 | 160-0} 10 1-11 39 
, 8} 170-0 | 276-6 | 170-0} 10 1-48 49 
» 425} 170-0 | 235-6 | 170-0} 10 2-%4 68 
 -22-4-170-0-} 258-4 -}-170-0 | 10 1-58 55 
» 29}170-0 | 251-9 | 170-0}. 10. 3-14 59 
Sept. 5} 170-0} 276-8 | 170-0 | 10 2-54 46 
22 ).290-0 | 269-7 | 170-0} 10 2-85 51 
*, 19} 170-0 | 253-5! 170-0} 10 3-10 57 
, 26} 180-0 | 277-4 | 180-0} 10 2-66 27 
Oct. 3} 190-0 | 299-9 | 190-0} 10 1-39 49 
|, 10} 180-0,| 291-3 | 180-6 | 10 1-36 47 
, 17| 170-0} 263-9 | 170-0} 10 1-87 54 
24 11700 ee] ee 10 1-52 46 





On October 24th applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Friday were 
accepted as to about 46 per cent of the amount applied 
for at £99 lis. 5d. and applications at higher prices were 
—- in full, Applications tor Saturday were accepted 

99 17s. 6d. and above in full. 4170 million (maximum) 
ot treasury Bills are being offered tor October 3lst. For 
the week ended November Ist the Banks will not be asked 
tor Treasury deposits. 


NATIONAL SAVINGS 
(f thousand) = 

Week Ended 

| Oct. 19, | 

196 | 


| Totals 
Mar. 3lto 
1 Oct. 18, | Oct. 18, 
IMT | 197 
2,950 | 
2,250 | 


2,250 | | 123,600 
2,250 


Net Savings .. 


\ Fetal Net Savings......... 
wrayer wpe om 
on aae 

‘invested . 


weer 


eee eee ee 





80,700 
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BANK OF ENGLAND 
RETURNS 
OCTOBER 29, 1947 


ISSUE DEPARTMENT 








€ 

Notes Issued : Govt. n 5,100 

In Circln..,. 1360,806,734 | Other Govt. 
In Bankg. De- Securities 1438,280,566 
partment... 89,441,099 Other Sees: -. 695,276 
than Gold... 11,058 

Amt. of Fid. 
PERE ES 1450,000,000 

Gold Coin 

Bullion = (at 

172s. 3d. per 
oz. fine). .... 247,833 
1450,247,833 1450,247,833 

BANKING DEPARTMENT 
£ 

Capital 5.26 14,853,000 Govt, Secs,... 287,461,857 

POM sii e 3,257,707 | Other Secs. :.. 

Public Deps.* 13,799,745 | Discounts and 
Advances... 5,888,748 
Other _ Deps. : Securities... 31,475,645 

Bankers..... 288;782,402 
Other Accts 95,855,147 31,364,593 
—_——_—_— | Notes. .... we 89,441,099 
384,637,549 

MESS casans 1,980,652 
416,248,001 416,248,001 


SST 


COMPARATIVE ANALYSIS 











(£ millions) 
1946 | 
ox. Oct. | Oct. | Oct. 
15 | 2 | 29 
Issue z 
Notes in circulation ...... 1361-8)1368~6 1362-5/1360- 8 
Notes in banking depart- 
WOUBGS é. die vee Se 3B: 81-6) 87-7) 89-4 
Government 
securities* 109 211449. 49- “41449” 3 
Other securities s ee 
CE eh dag cass acca seven 
Valued at s, per fine ox. 173) 9/3 179/3 17/3 
Banking Dept. : 
Bablie. ee 8-2) 11-4) 9-4) 13-8 
RM 65 c5cc coca 292-7} 295-8) 297° y 288-8 
CONE sisi te ssac cece 57-5 94-6; 95-5) 95-8 
Tetthvwiveiwweewsevers 358-4) 401-8) 402-0) 398-4 
Securities ‘ : } 
Govetnment............ 299-9 310-6 304-2) 287-5 
Discounts, ete..:........ 9 5-8 ae 5-9 
$8 LHe a 27-3} 19-4) 19-5! 31-4 
WO So ci vi uie cues 36-3) 335-8) 330-0) 324-8 
Banking dept. res.......... 39-5 * 89-7, 91-4 
% j % % { % 
* Broportion.” 5 « csewcane's - | 11-0). 20-8) 23-3) 23-9 


* Government debt is £11,201, (100, cz capital 1 £14,553,000. 
Fiduciary issue raised from {£1,400 million to £1,450 
million on December 10, 1946. 


“Tugs Economist” InpEx OF WHOLESALE 
PRICES 
(1927 = 100) 
Oct. 





1913 = 100 


GOLD AND SILVER 
The Bank of England's Official baying price 
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NATIONAL BANK OF INDIA LIMITED 





Bankers to the Government in Kenya Colony and Uganda. r 
Head Office: 26 BISHOPSGATE, LONDON, C2.) 
#2 a & Be 
BRANCHES: 

Aden and Cochin Madras aa Kenya 

Aden Point . (8. India) Mandalay , ., Mombasa yoiony. 
Amaritsar Colombo Nowsra.. Nairobi Britis 

. : ea Nakuru B.A, 

Bombay Deli Eliya Entebbe 
Calcutta Kandy Rangoon Jinja , 
Cawnpore , Katachi Tuticorin Kampala Uganda 
Chittagong * ‘Lahdre Zanzibar 


Mbale 
2 . Tanganyika. Territory 
£4,000,000 
£2,000,000 
_ &2,300,000 


Bank conducts every description..of , Eastern Banking business: 
Trusteeships and Executorships also ugdertaken. 


Dar-es-Salaam . Mwanza Tanga .. bee 


SUBSCRIBED CAPITAL... 
PAID-UP CAPITAL eee eee 
RESERVE FUND... . 
The 


CAN ADA and 
The British Industrialist 


If you plan to enter the Canadian manu- 
facturing field this Bank will be glad 


to provide up-to-date information 


THE CANADIAN BANK OF COMMERCE 


Enquiries cordially invited 

| (Incorporated in Canada in 1867 with Limited Liability) 
| 
| 


2, LOMBARD STREET, LONDON, E.C.3. 


Head Office : 
Torento,” Canada 


Capital and Reserve 
$60,000,000 





NATIONAL BANK OF EGYPT 


incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo, 








«Bs 
Pas Pay 
a “A 


FULLY PAID CAPITAL - £3,000,000 
RESERVE FUND - _ - £3,000,000, ssa 


a <> NOVEMBER 8" 








endié Oar 32 
6 & 7 King William Street, E.C.4. 


Branches in all the Principal Towns in EGYPT and the SUDAN 


UNIVERSITY COLLEGE OF HULL 


Applications are invited for a Lecturer or Assistant Lecturer, 
svecial qualifications either in Economie History or in Applied Econ- 


with 


omics. Salary according to qualifieations and experience. Salary range 
for Lecturer £525-£800, for Assistant Lecturer £450-£500.—Particulars from 
the Registrar to whom applications (four copies) should be sent not 
later than November 29. 


CANADIAN PACIFIC ‘RAILWAY COMPANY 
CANADIAN PACIFIC RAILWAY 4 PER 


CEN NONSOLID ATER DEBENTURE STOCK.—N 
—NEW BRUN 
RATLWAY 4 PER NT DEBENTURE STOCK —CALGARY 
PER CENT DEBENTURE 





NTON RAHLWAY 4 


STOCK — 
ATLANTIC AND NORTH-WEST RAILWAY 4 PER. CENT FIRST | 
SO REDEEMABLE DEBENTURE 


In de Petes 


payment of the half-yearly interest pava anuary ist 


bet Sit abd wil Oo mbeesel Be feng Sok Sh a 
r and “w e anuary 
sees mot etary, 8, Waterloo Place, Pall Man, London, S.W.1. Se 


next, 


T. 
ia by Br. [Gane jane London, S.W.1,. U.S. Representative : 













¥ (Incorporated in Canada 


Swick | * 


Press, Lrp., wa St., Kings way, 





Constituted 7, Act, ol att 1695. 
AUTHORISED CAPITAL . pen 
CAPITAL FULLY PAID . “ 
RESERVE FUND & BALANCE dell here. 
DEPOSITS & CREDIT BALANCES 
as at 28th February, 1947 . baa saa 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland. 
London Offices: 


CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, w. 





Lloyds Bank \ : 
look after || 


your interests | | : 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, | ' 
ANNUAL INCOME EXCEEDS £16,300,000 


ASSETS EXCEED £97 ,000,000 
CLAIMS PAID EXCEED €181,000,000 


Accounts) 





r ,HE. COUNCIL OF INDUSTRIAL DESIGN requires a Chief Public 
Relations Officer. The qualifications needed are a knowledge of 


rn nt i i CO LL Ae 


industrial design, a University degree, proved ability to write, and the 
necessary experience to control information services press pubti 
and the production of publications and visual material. Age 30 


Starting salary £1,350, rising to £1,700. Applications should be made in 
writing to the Establishment Officer, The Council of Industrial Design, 
Tilbury House, Petty France, London, 8.W.1. Applicants who 
applie previously for posts with the Council] may send a brief note 
drawing attention to their papers, 


MERICAN syndicate desirous of impérting high class English made 
+4 up products manufactured for pert market, invite interested — 
u 


panies to make suggestions. The interests embrace foodstuffs b 
not include fashions or size lines. —Box 59 2. 


AKISTAN.—MUSLIM COMMERCIAL BANK now in process: “ot 
formation, Several senior executive officers are required, Appli¢a- 
tions are invited from gentlemen with experience of Exchange Banking. 
~Apply, in first instance, for ort in London, to F. R. Ormston 


(General Manager), c/o Messrs. R. .E, B, Willcox & Co., 36-7. Gt. St 
| Helen's, London, E.C.3. 


(CuRisTMas HOUSE PARTY in Surrey. "Professional and University 

people. Vacancies for others wanting er company, interesting 
conversation, food. — Also mete party, November 15th, i, 
attractive Sussex country hotel. — 


| 
( OMPLETE “SET ECONOMIST, ie ieie- ‘for sale. 
Box 587. 


.OR SALE. a Gol lder 


— 


ay 


le. What offers my 





Spanish Oak; dining table (5 ft.); 4 


teh. ; writing table, re ea table: Sor: two ier fy 


ng: ight oak Amish. £45. ne ‘Surrey.—Box 59 
orwen rt APPEAR ON PAGE Taz 


vou er Tue Economist Newspaper, L1D., 
ecepase: y, November 1, 1947. ane 


soy 





Lendon, W 
R. S. Fabley; 111 





